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Foreword

This, the 14th report by the U.S. Tariff Commission on the operation
of the trade agreements program, covers the period from July 1, 1960,
through June 30, 1962. The report is made pursuant to section 402(b)
of the Trade Expansion Act of 1962 (76 Stat. 902), which requires the
Commission to submit to the Congress, at least once a year, a factual
report on the operation of the trade agreements program.!

During the period covered by the 14th report, the Contracting Parties
to the General Agreement on Tariffs and Trade (GATT) sponsored mul-
tilateral tariff negotiations. At the 1960-62 GATT tariff Conference,
the participating countries had an opportunity to negotiate with (a)
members of the European Economic Community regarding their com-
mon external tariff, (b) individual contracting parties desiring to nego-
tiate new or additional concessions, (c) countries desiring to accede to
the General Agreement, and (d) contracting parties desiring to re-
negotiate certain existing concessions. The background of the Confer-
ence and the scope and character of the negotiations conducted are de-
scribed in this report.

The 14th report also covers other important developments respecting
the trade agreements program that occurred during July 1960-June 1962.
These include the major developments relating to the general provisions
and administration of the General Agreement, the actions of the United
States relating to its trade agreements program, and the major commer-
cial policy developments in countries with which the United States had
trade agreements.

The legal basis for conduct of the trade agreements program differed
little during the period under review from that described in the Commis-
sion’s 13th report. The more important features of the controlling legis-
lation are presented in the appendix. Topics of major interest therein
are as follows: (a) Authority to reduce rates of duty; (b) authority to
increase rates of duty; (c) escape-clause provisions; (d) peril-point pro-
visions; and (e) the national security provision.

! The first report in this series was U.S. Tariff Commission, Operazion of the Trade Agree-
ments Program, Fune 1934 to April 1948, Rept. No. 160, 2d ser., 1949. Hereafter that
report will be cited as Operation of the Trade Agreements Program, 1st repert.  The 2d, 3d,
and succeeding reports of the Tariff Commission on the operation of the trade agreements
program will be cited in a similar short form.
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Chapter 1

U.S. Trade-A greement Negotiations During
1960-62

During the period covered by this report, the United States was in-
volved almost continuously in trade-agreement negotiations of one type
or another under the sponsorship of the Contracting Parties to the Gen-
eral Agreement on Tariffs and Trade (GATT). Nearly all these negotia-
tions occurred at the 1960-62 tariff Conference held at Geneva, Switzer-
land. The following sections of this chapter summarize briefly the
character and scope of that Conference, as well as U.S. preparations for
the Conference and the results of the negotiations in which the United
States was an active participant.

THE 1960-62 GATT TARIFF CONFERENCE

At a ministerial meeting held in October 1958 during the 13th Session
of the Contracting Parties to the General Agreement, the U.S. repre-
sentative, Mr. C. Douglas Dillon, then Under Secretary of State for
Economic Affairs, proposed that arrangements be made to hold a fifth
" round of tariff negotiations.! The Dillon proposal was widely supported,
and a committee was established to prepare specific recommendations.
On the basis of the committee’s recommendations, the Contracting Par-
ties decided at their 14th Session in May 1959 to hold a general tariff
Conference beginning late in 1960.

The 1960-62 GATT tariff Conference, which opened on September 1,
1960, and closed on July 16, 1962, had two phases. The first phase was
devoted to the renegotiation of various concessions granted by GATT
members at earlier conferences. The chief feature of this phase was the
negotiations required under article XXIV:6 of the General Agreement
to provide appropriate tariff concessions in the common external tariff
of the European Economic Community (EEC) to replace the concessions
granted previously by the individual EEC members. Scheduled also

1 The four earlier rounds of multilateral tariff negotiations sponsored by the Contracting
Parties were held at Geneva, Switzerland, in 1947; Annecy, France, in 1949; Torquay,
England, in 1950-51; and Geneva in 1956.

The term “contracting parties,” when used without initial capitals (contracting parties),
refers to member countries acting individually; when used with initial capitals (Contract-
ing Parties), it refers to the member countries acting as a group.
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during the first phase of the Conference were the renegotiations required
under articles I1:5, XIX, and XXVIII for the withdrawal or modifica-
tion of existing concessions and the granting of compensatory conces-
sions therefor. The second phase of the Conference included both ne-
gotiations among the contracting parties for new or additional conces-
sions and negotiations between contracting parties and countries desir-
ing to accede to the agreement; these activities comprised the fifth round
of multilateral tariff negotiations by the contracting parties.

The 40 countries that participated in the 1960-62 Conference are
listed below:

Australia Haiti
Austria India
Brazil Indonesia
*Cambodia *Israel
Canada . Japan
Ceylon New Zealand
Chile Nigeria
Cuba Norway
Czechoslovakia Pakistan
Denmark Peru
Dominican Republic *Portugal
European Economic Community: Rhodesia and Nyasaland,
Belgium Federation of
France South Africa, Republic of
Germany, Federal Republic of Sweden
Italy *Switzerland
Luxembourg *Spain
Netherlands Turkey
Finland United Kingdom
Ghana United States
Greece Uruguay

Thirty-five of them were contracting parties to the General Agreement;
five—those marked with an asterisk—were negotiating for full accession
to the General Agreement. The European Coal and Steel Community
(ECSC) and the European Atomic Energy Community (EURATOM)
were represented at the Conference. Some countries, including Poland
and Venezuela, had observers there.

Not every country listed above participated in both phases of the
Conference. Some renegotiated certain concessions they had granted
earlier or participated in renegotiations initiated by others, but did not
negotiate new or additional tariff concessions. Of the 40 countries, how-
ever, 28 participated in the second phase of the Conference, either as
GATT members or as countries desiring to accede to the General
Agreement.

The 1960-62 tariff negotiations followed the general pattern established
in the previous GATT-sponsored tariff conferences. A Tariff Negotia-
tions Committee, on which all participating countries were represented,
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coordinated the negotiations and made policy recommendations to the
Contracting Parties. Negotiations in both phases of the Conference
were conducted on a bilateral, product-by-product basis. Generally the
concessions granted in the various bilateral negotiations were ultimately
combined by each participant into a single schedule of concessions by
that country.?

U.S. PREPARATIONS FOR THE CONFERENCE

U.S. tariff negotiations during the period July 1960 to June 1962 were
conducted in accordance with procedures specified in the Trade Agree-
ments Act of 1934, as amended, the Trade Agreements Extension Act of
1951, as amended, the Trade Agreements Extension Act of 1958, and
Executive Order 10082.3

On May 27, 1960, in accordance with the specified procedures, the
interdepartmental Trade Agreements Committee (TAC) issued formal
notice of the U.S. intention to conduct trade-agreement negotiations
under the General Agreement on Tariffs and Trade.* The public notice
provided not only for U.S. participation in the GATT tariff Conference
scheduled to open on September 1, 1960, but also for continuation of ne-
gotiations relating to certain escape-clause actions.® Guided by infor-
mation then available, the TAC announced that the United States ex-
pected to negotiate with (1) the European Economic Community on
behalf of its 6 members (Belgium, France, the Federal Republic of Ger-
~ many, Italy, Luxembourg, and the Netherlands); (2) 17 other GATT
contracting parties (Australia, Austria, Canada, Chile, Denmark, Do-
minican Republic, Finland, Haiti, India, Japan, New Zealand, Nica-
ragua, Norway, Peru, Sweden, the United Kingdom, and Uruguay); and
(3) 4 countries which either had acceded to the General Agreement pro-
visionally or were expected to negotiate for accession (Israel, Spain,
Switzerland, and Tunisia). On November 22, 1960, the Trade Agree-
ments Committee issued a supplemental notice of trade-agreement ne-

2 For a more detailed discussion of the procedures followed at GATT tariff conferences,
see Operation of the Trade Agreements Program, 9th report, pp. 52-54. )

3 For a detailed discussion of procedures followed by the U.S. Government in preparing
for trade-agreement negotiations, see Operation of the Trade Agreements Program: 4th
report, pp. 51-53; 9th report, pp. 54-58. See also U.S. Department of State, How «
Trade Agreement Is Made, Pub. 6615, Comm. Pol. Ser. 165, 1958.

4 U.S. Department of State Pub. 6986, Comm. Pol. Ser. 173, 1960.

50n Aug. 19, 1959, the TAC had issued public notice of U.S. intention to undertake with
the following countries the negotiation of concessions to compensate for escape-clause action
on the articles identified in parentheses: The United Kingdom and the Federal Republic
of Germany (safety pins); Sweden, Denmark, Belgium, and the Netherlands (spring clothes-
pins); and Japan (clinical thermometers). For details concerning other preliminary actions
relating to these negotiations, see Operation of the Trade Agreements Program, 13th report,
p. %4.
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gotiations.® In this second notice, the TAC announced that the United
States might also negotiate during the tariff Conference, which by then
was 1n session, with Argentina, Cambodia, Ireland, Libya, and Portugal
—all of which were expected to negotiate for accession to the Agreement
—and with Turkey, already a contracting party thereto.

In its public notices, the Trade Agreements Committee listed the ar-
ticles on which the United States would consider granting tariff conces-
sions in the negotiations. The list of May 27 included articles in ap-
proximately 2,200 statistical (Schedule A) classifications or parts thereof.
The list of November 22 included articles in about 200 statistical classi-
fications or parts thereof. Together, then, the TAC listed for considera-
tion for possible concessions articles in approximately 2,400 Schedule A
classifications—about half the total number of import classifications in
Schedule 4.7

When each of the aforementioned lists was issued, the President—as
required by section 3 of the Trade Agreements Extension Act of 1951,
as amended—requested the Tariff Commission to make “peril point”
investigations of the listed articles. In response to his requests, the
Commission immediately instituted its investigations. The Commission
held public hearings as part of each investigation. The report of its
findings on the May list was submitted to the President on November
25, 1960, and that on the November list, on April 17, 1961.

As the Trade Agreements Committee issued its public notices, the in-
terdepartmental Committee for Reciprocity Information (CRI)8 an-
nounced that its public hearing relating to the forthcoming negotiations
would be held contemporaneously with the public hearings of the Tariff
Commission. On the same date as the first announcement (May 27),
the Department of State, with the approval of the Trade Agreements
Committee, published a list of articles on which the United States was
considering seeking tariff concessions from other countries.® This issu-
ance of the “export list” was an innovation in the trade-agreement pro-
cedures. U.S. exporters were invited to submit to the CRI, either by
oral testimony at its hearing or by written statements, suggestions for
additions to or deletions from the export list and to supply information
that would assist the U.S. negotiators in obtaining meaningful conces-
sions for U.S. exports. In preparing for earlier trade-agreement nego-

6 U.S. Department of State Pub. 7105, Comm. Pol. Ser. 176, 1960.

7The public notices listed articles in terms of the U.S. tariff nomenclature rather than
the statistical nomenclature (Sckedule A4). The negotiations, however, were conducted
in terms of statistical classifications.

8 The CRI, which in the period here under review had the same membership as the TAC,
was established by Executive order in 1934 to receive views of the public on proposed trade
agreements and on the operation of agreements already concluded, and to bring those
views to the attention of the TAC.

9 U.S. Department of State Pub. 6987, Comm. Pol. Ser. 174, 1960.
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tiations, the Government did not issue such an export list, but exporters
were given an opportunity to submit requests for concessions to the CRI.

On December 22, 1960, the TAC issued public notice of the intention
of the U.S. Government to invoke the provisions of article XXVIII of
the General Agreement with a view to the withdrawal or modification
of the U.S. concessions on bicycles and spring clothespins (25 F.R.
13248).1° The necessary negotiations were to be held at the GATT
tariff Conference then in session. At the request of the President, the
Tariff Commission immediately instituted the required peril-point in-
vestigation, and held a public hearing shortly thereafter. The Commis-
sion submitted its report to the President on January 10, 1961.

U.S. PARTICIPATION IN THE CONFERENCE

The compilation which appears on the immediately following pages
summarizes certain pertinent data relating to U.S. trade-agreement ne-
gotiations in 1960-62. It identifies each of the countries with which the
United States concluded trade-agreement negotiations in that period, the
GATT authority for each negotiation, the date of signature of each de-
finitive agreement, and the documentary references for each agreement.
In the 2-year period that ended June 30, 1962, the United States engaged
in tariff negotiations with 27 contracting parties to the GATT and with
5 countries desiring to accede to that agreement. U.S. negotiations
with 28 of the 32 countries were completed by June 30, 1962; the results

were embodied in 55 definitive agreements.

"~ As noted earlier, various types of trade-agreement negotiations were
held at the 1960-62 Conference. For convenience, discussion of the ne-
gotiations in which the United States participated is presented in three
parts: (1) Renegotiations with the EEC under article XXIV:6; (2) re-
negotiations under articles II:5, XIX, and XXVIII; and (3) fifth round
of multilateral negotiations.

Renegotiations With the EEC Under Article XXIV:6

In 1958, when the United States proposed a new round of multilateral
tariff negotiations to begin in mid-1960, the six member countries of the
European Economic Community were scheduled to take their first step
toward a common external tariff on January 1, 1962.1' Under the pro-
visions of article XX1IV:6, the EEC was obligated to negotiate with other
contracting parties to the General Agreement regarding the effect of the
common external tariff on the concessions previously granted in the

10 For a discussion of the events preceding this action of the TAC, see the section of this
chapter on the renegotiations initiated by the United States.

11 1n May 1960, the effective date of the first step toward the common external tariff
was moved up to Jan. 1, 1961, except for most agricultural products (see section on the
European Economic Community in ch. 4 of this report).
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GATT by the individual members of the Community. These negotia-
tions were scheduled as part of the 1960-62 tariff Conference.

Article XXTIV of the General Agreement deals, among other matters,
with the formation of customs unions or free-trade areas participated in
by contracting parties. Paragraph 5 of that article provides that the
external customs duties and other regulations of commerce imposed by
a customs union on the trade with other contracting parties to the Gen-
eral Agreement ‘“‘shall not on the whole be higher or more restrictive
than the general incidence of the duties and regulations of commerce
applicable in the constituent territories prior to the formation of such
union . . . . 7”2 The General Agreement recognizes, however, that, in
establishing a common external tariff, the members of a customs union
would probably be obliged to adopt some rates that would be in violation
of commitments in their schedules of GATT concessions. Paragraph 6
sets forth the procedures for negotiating appropriate compensation in
such circumstances. It stipulates that, in weighing the need for com-
pensation for an increased duty, the contracting parties shall take “‘due
account . . . of the compensation already afforded by the reductions
brought about in the corresponding duty of the other constituents of
the union”—a requirement that has come to be known as “built-in
compensation.”

The EEC Commission, which served as the negotiating agent for the
Community, took the position that “built-in compensation” would large-
ly reimburse GATT members for any violations of scheduled concessions
caused by the adoption of the common external tariff. For many tariff

“items, the Commission considered that the reductions required by the

adoption of the common external tariff would outweigh the increases,
thereby giving the EEC credits to be used in compensating for net duty
increases on other items. Nevertheless, the EEC recognized that it
would be necessary to offer compensatory concessions to at least some
contracting parties.

The Contracting Parties had originally intended that the article
XXIV:6 renegotiations would be completed by the end of 1960 and that
the second phase of the Conference would begin early in January 1961.

12 By June 30, 1962 (the end of the period covered by this report), the Contracting Parties
had not yet decided whether the general incidence of the common external tariff was on the
whole no higher than that of the tariffs of the constituent countries. This question—a
matter to be resolved separately from the art. XXIV:6 negotiations—was considered by
a working party before the 1960-62 Conference opened and was also discussed at various
sessions of the Contracting Parties and at meetings of their Council of Representatives.
At their 19th Session in November 1961, the Contracting Parties agreed to attempt to
resolve the various interpretations of art. XXIV:5 into a clear definition during their next
session in November 1962. Meanwhile, the contracting parties that considered their trade
prejudiced by changes in particular tariff rates were invited to utilize remedies provided in
other GATT articles, such as XXII, XXIII, and XXVIII. (See Sixth Annual Report of
the President of the United States on the Trade Agreements Program, 1962, pp. 55-56.)
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However, these renegotiations, which were the first under article XXIV:6,
required the development of new methods of appraisal.!¥ The negotia-
tions involved thousands of tariff positions in the four separate tariff
schedules of the EEC members!* and the substitute tariff positions in
the common external tariff; representatives of the EEC had to meet
separately with representatives of about two dozen contracting parties.
Among the factors tending to prolong the negotiations were (1) the in-
ability of the EEC Commission to make offers in the agricultural sector
of the common external tariff and (2) the refusal of individual EEC mem-
bers to agree to firm offers on so-called sensitive products.

In May 1961 the EEC delegation informed the Tariff Negotiations
Committee that the Community, “confident that it had scrupulously
fulfilled its obligations, considered the first stage of the negotiations to
be completed.”’® The deadline for the contracting parties to state
whether they were prepared to sign article XXIV:6 agreements was near.
They were urged to come to some agreement by May 10, 1961, albeit
reserving the right to take redressive action under article XXVIII later
in the Conference with respect to any unresolved problems.

By May 29, 1961, the opening date of the second phase of the negotia-
tions, the EEC had concluded its article XXIV:6 renegotiations with 17
contracting parties; several contracting parties, however, filed reserva-
tions concerning unresolved problems. The United States and some
other major exporters of agricultural products deferred settlement of the
article XXIV:6 negotiations until after the adoption, in January 1962,
of a common farm policy by the EEC member states.

The EEC-U.S. agreement pursuant to article XXIV:6 was signed on
March 7, 1962.3%¢ A schedule annexed thereto listed the concessions in
which the United States was to have legal rights as an initial negotiator
under the General Agreement. These concessions replaced those ac-
corded the United States in the General Agreement by the individual
EEC members. The United States and the EEC, however, deferred

13 For the art. XXIV:6 negotiations, the Commission of the EEC prepared a tabulation
of the classifications in the common external tariff that included articles subject to con-
cessions previously negotiated under the GATT by the individual member states. The
original plan was for the tabulation to be completed and submitted to the Contracting
Parties on May 1, 1960. The tabulation was not completed by that date, but was distribut-
ed subsequently in installments. For each of the items in the common external tariff that
covered nonagricultural articles subject to concessions, the tabulation recorded imports
into the EEC in 1958, and also, where applicable, the Commission’s offer to bind against
increase the common external tariff rate, or to negotiate for a possible reduction thereof.

4 1n previous negotiations under the GATT, three of the EEC states—Belgium, the
Netherlands, and Luxembourg—had participated as a unit, the Benelux Customs Union.
Accordingly, the concessions granted by the six states were included in four (not six) separate
schedules of the General Agreement.

15 Bulletin of the European Economic Community, May 1961, p. 22.

16 Jtem 18 in the tabular summary.
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negotiations regarding two groups of commodities for which the United
States had negotiating rights under the GATT rules: (1) Those articles,
chiefly manufactured tobacco products and refined petroleum products,
for which the EEC had not yet effectuated common tariff rates; and (2)
certain agricultural products (wheat, corn, grain sorghums, rice, and
poultry) for which decisions were dependent on the implementation of
a common agricultural policy. In so-called standstill arrangements, the
EEC agreed not to increase existing import restrictions on these products
pending renegotiations. The article XXIV:6 negotiations between the
United States and the EEC also did not deal with products falling within
the competence of the European Coal and Steel Community.

The concessions granted by the EEC to the United States in the ar-
ticle XXIV:6 agreement consisted primarily of bindings of rates in the
common external tariff; they also included some reductions in common
external tariff rates. The reductions, which generally affected the prod-
ucts not covered by the EEC prenegotiation offer of a 20-percent cut for
the phase II negotiations, were of various amounts; some reductions ex-
ceeded 20 percent.!” In the article XXIV:6 renegotiations, the United
States relinquished its rights, as country of initial negotiation or as prin-
cipal supplier, to old concessions in the GATT schedules of the EEC
members covering U.S. exports to those countries of about $1.5 billion
in 1958. Old concessions which had been initially negotiated with the
United States accounted for about $900 million; those which had been
initially negotiated with other GATT members (covering articles of
- which the United States was a principal supplier to the EEC country
concerned) accounted for about $600 million. In place of these old con-
cessions, the EEC granted the United States concessions in the common
external tariff having a trade coverage of nearly $1.7 billion. The new
direct concessions to the United States (i.e., those for which the United
States was given rights as initial negotiator) covered U.S. exports valued
at about $1.5 billion, an amount about two-thirds larger than the value
of the trade subject to the old direct concessions.’® This gain in the
value of direct concessions to the United States resulted in large measure
from the fact that under the 1962 agreement the concessions became
applicable to U.S. exports going to the entire EEC area, whereas the
previous concessions were generally applicable to U.S. exports to a small-
er area consisting perhaps of only one or two member states.

Renegotiations Under Articles II:5, XIX, and XXVIII

Various provisions of the General Agreement—viz, those in articles
I1:5, XIX, and XXVIII—permit contracting parties under certain cir-
cumstances to make unilateral changes in their schedules of concessions

7See also discussion in this chapter of the fifth round of multilateral negotiations.
18 U.S. Department of State Pub. 7349, Comm. Pol. Ser. 186, 1962, pp. 2-8.
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or to invalidate particular concessions. In general, each withdrawal,
modification, or invalidation of a concession obligates the contracting
party making the change to grant substantially equivalent compensa-
tory concessions.

Most of the renegotiations participated in by the United States dur-
ing the period under review were conducted under the provisions of ar-
ticle XXVIII. Since 1947, when the first tariff negotiations under the
General Agreement took place, the Contracting Parties have agreed to
refrain from modifying or withdrawing the concessions in their schedules
for successive periods of time. Article XXVIII:1-3 1% provides for suc-
cessive, automatically renewable, 3-year periods—beginning January 1,
1958—during which contracting parties undertake to “freeze” the con-
cessions in their schedules. On the first day of each 3-year period, how-
ever, a contracting party may, by negotiation with the contracting
parties primarily concerned, modify or withdraw tariff concessions in
its schedule. The negotiations involved are frequently referred to as
“open-season’’ renegotiations.

In May 1959, at their 14th Session, the Contracting Parties agreed
that the so-called open-season renegotiations which governments in-
tended to undertake before the end of the then current 3-year period of
firm validity of GATT concessions—December 31, 1960—should occur
during the first part of the forthcoming tariff Conference, i.e., from Sep-
tember through December 1960. The governments interested in the
open-season renegotiations were invited to submit notification of their

-intentions to the GATT Secretariat as early as possible, but not later
than July 15, 1960.20 At the request of various contracting parties, in-
cluding the United States, the deadline for notification of intentions to
engage in open-season renegotiations was postponed, ultimately to No-
vember 30, 1960. Similarly, the time limit for concluding such renego-
tiations was extended repeatedly for a few contracting parties, even
beyond the closing date of the 1960-62 Conference.

Article XXVIII:4 of the General Agreement provides for the modifi-
cation or withdrawal of concessions at any time in “special circum-
stances,” after authorization has been granted by the Contracting
Parties. Article II:5 recognizes that rulings by a court or other proper
authority of a contracting party may invalidate the tariff treatment
contemplated when a particular concession was negotiated. Article
XIX—the “escape clause” of the General Agreement—authorizes a
contracting party to suspend, withdraw, or modify a concession if, as
a result of unforeseen developments and of its GATT obligations, a

19 As revised by the Protocol amending pts. II and III of the General Agreement, dated
Mar. 10, 1955.

20 Contracting Parties to the General Agreement on Tariffs and Trade, Basic Instruments
and Selected Documents, 8th supp., Sales No.: GATT/1960-1, Geneva, 1960, p. 103.
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product is being imported in such increased quantities and under such
conditions as to cause or threaten serious injury to domestic producers
of like or directly competitive products.

During the period July 1960-June 1962, the United States engaged in
renegotiations under various provisions of the General Agreement with
26 contracting parties. The renegotiations that were completed by
June 30, 1962, accounted for 37 of the 55 agreements listed in the tabular
summary of U.S. tariff negotiations shown earlier. As noted in the sum-
mary, 12 of those 37 agreements consisted in whole or in part of com-
pensatory concessions for claims under negotiation before July 1, 1960.
Four of the agreements, for which the negotiations were virtually con-
cluded by June 30, 1962, were signed during July 1962.

Of the 37 agreements that embodied the results of renegotiations, 11
were concerned with the modification or withdrawal of concessions from
schedule XX—the U.S. schedule of concessions in the General Agree-
ment. The remaining “‘renegotiation’ agreements were concerned with
the modification or withdrawal of concessions of particular interest to
the United States from the schedules of other contracting parties to the
General Agreement.

Renegotiations initiated by the United States

On July 1, 1960, the beginning of the period covered by this report,
the United States was involved in renegotiations, under the provisions
of article XIX of the General Agreement, relating to its escape-clause
actions on safety pins, spring clothespins, and clinical thermometers.
"As stated earlier, the public notice issued by the Trade Agreements Com-
mittee on May 27, 1960, provided for the continuation of these renego-
tiations. Renegotiations under the provisions of article XXVIII for
the purpose of modifying the U.S. concessions in the General Agreement
on certain woolen fabrics were also pending on July 1, 1960.22 During
the 2-year period that ended June 30, 1962, the United States, in addi-
tion to participating in the pending renegotiations, engaged in renego-
tiations (1) to modify or withdraw concessions on bicycles and spring
clothespins and (2) to grant new concessions, in compensation for the
increased U.S. rates of duty on stainless steel table flatware, cotton type-
writer ribbon cloth, synthetic drugs, rubber-soled footwear, cellulose
sponges, nylon monofilament, waterproof cloth of cotton and other vege-
table fiber, and woolen fabrics.

For each of the U.S. partners in these renegotiations, the following
tabulation shows the articles involved in the U.S. action for which com-
pensatory concessions were granted, and identifies the agreement con-
taining those concessions according to the item number shown in the
tabular summary included earlier in the chapter:

21 Public notice of these negotiations was issued on Oct., 22, 1959 (see Operation of the
Trade Agreements Program, 13th report, pp. 94-95).
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Item No.
United States’ (in tabular Articles involved in U.S. action for
negotiating summary of which compensation was granted 1
partner U.S. tariff
negotiations)

Benelux_.________________ 7 | Cellulose sponges (CD).

Cotton typewriter-ribbon clath (EC).
Nylon monofilament (BCR).
Rubber-soled footwear (L).

Spring clothespins (EC and GA).
Synthetic drugs (CD).

Waterproof cotton cloth (L).

Woolen fabrics (GA).
Denmark.________________ 16 | Spring clothespins (EC and GA).
Germany, Federal Republic 24 | Safety pins (EC).

Ttaly. L. 30 | Waterproof cotton cloth (L).

Woolen fabrics (GA).

Japan. oo 33 | Clinical thermometers (EC).

Cotton typewriter-ribbon cloth (EC).
Rubber-soled footwear (L).

Stainless steel flatware (EC).
Waterproof cotton cloth (L).

Woolen fabric (GA).

Sweden. .. __________. 49 | Spring clothespins (EC and GA).
United Kingdom__________ 54 | Cotton typewriter-ribbon cloth (EC).
Safety pins (EC).

1U.S. action identified in parentheses as follows: BCR—Bureau of Customs ruling;
CD—court decision; EC—escape-clause proclamation; GA—GATT art. XXVIII modifi-
cation; L—legislation.

U.S. actions resulting in renegotiations.—The article XXVIII renego-
tiations concerning bicycles and spring clothespins were initiated after
the U.S. Supreme Court, on December 12, 1960, denied a petition for
certiorari in the case of United States v. Schmidt Pritchard & Co. The
decision of a lower court in that case had invalidated one of the escape-
clause rates on bicycles that the President had proclaimed in 1955; it
had also cast doubt on the validity of the other three escape-clause rates
on bicycles and on the validity of the escape-clause rate on spring clothes-
pins that had been proclaimed in 1957.22 Later, on October 18, 1961,

22 For details of the court action, see section on bicycles in ch. 3 of this report. For
discussion of the escape-clause investigation and the resulting Presidential proclamation
on bicycles, see Operation of the Trade Agreements Program, 9th report, pp. 118-119. For
the corresponding discussion relating to spring clothespins, see Operation of the Trade Agree-
ments Program, 11th report, pp. 92-93.



JuLy 1960—-JUNE 1962 15

the escape-clause proclamation on spring clothespins was invalidated by
a customs court decision. The U.S. Government’s appeal to the U.S.
Court of Customs and Patent Appeals from the lower court’s decision 23
was still pending on June 30, 1962, the closing date of the period covered
by this report. Even before the customs court decision on spring clothes-
pins, however, the United States moved to utilize the procedures of ar-
ticle XXVIII of the General Agreement. Through article XXVIII ne-
gotiations, the United States intended to withdraw or modify its con-
cessions on bicycles and spring clothespins in order to assure the appli-
cation of the rates provided for in the initial proclamations imposing
escape-clause rates of duty. The required public notice of these nego-
tiations and of the peril-point investigations by the Tariff Commission
was issued in December 1960.24

With regard to bicycles, the United States negotiated with Austria,
the Benelux countries, the Federal Republic of Germany, and the United
Kingdom. These negotiations were completed by mid-January 1961.%
On February 25, 1961, the President proclaimed the rates agreed to in
the article XXVIII negotiations,?® which were the same as those in the
1955 escape-clause proclamation. Inasmuch as the United States had
granted concessions in 1956 to compensate for the increase in the rates
effectuated by the 1955 escape-clause proclamation,?? no further compen-
satory concessions were granted in 1961.

With respect to spring clothespins, the United States negotiated with
the Benelux countries, Denmark, and Sweden. Both the agreement

~with Sweden, signed in September 1961 (item No. 49 in the tabular sum-

mary), and that with the Benelux countries, signed early in 1962 (item
No. 7), provided for the withdrawal from the General Agreement of the
U.S. concession on spring clothespins and, in compensation therefor, new
concessions by the United States.® However, the agreement with Den-
mark, signed early in 1962 (item No. 16), provided for a binding against
increase of the U.S. escape-clause rate of duty on spring clothespins—
20 cents per gross—and, in addition, compensatory U.S. concessions.
On April 30, 1962, the President proclaimed the rates of duty provided
for in the article XX VIII agreement with Denmark, along with the U.S.
concessions in many of the agreements concluded at Geneva in 1960-62.2°

2 The original court decision was C.D. 2292. Notice of the Government’s appeal was
published in Treasury Decisions of Dec. 21, 1961.

24 See section of this chapter on U.S. preparations for the Conference.

% See agreements identified by item Nos. 4, 6, 23, and 53 in the tabular summary.

26 Proclamation No. 3394 (3 CFR, 1961 Supp., 27). For details of the rates of duty, see
ch. 3 of this report.

27 See Operation of the Trade Agreements Program, 9th report, pp. 65, 66, 74, and 81.

28 In the agreement with Benelux, the concessions granted by the United States were not
only in compensation for the increase in the rate on spring clothespins but also for the with-
drawal or modification of various other concessions in the U.S. GATT schedule.

29 Proclamation No. 3468 (3 CFR, 1962 Supp., 50), which was later terminated in part
by Proclamation No. 3513 of Dec. 28, 1962 (28 F.R. 107).
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Accordingly, the rate of 20 cents per gross provided for spring clothes-
pins in the agreement with Denmark became effective on July 1, 1962.30
The rate proclaimed in 1962 was the same as that in the escape-clause
proclamation of 1957.3

For both stainless steel table flatware and cotton typewriter-ribbon
cloth, the United States had modified the concessions in its GATT sched-
ule following escape-clause action.3? For synthetic drugs, rubber-soled
footwear, cellulose sponges, nylon monofilament and waterproof cloth,
the concessions in the U.S. GATT schedule had been invalidated as a
result of either administrative rulings by the Bureau of Customs, deci-
sions of the customs court, or legislation. All of these actions involved
tariff reclassifications which had the effect of imposing higher rates of
duty than those provided for in the U.S. schedule of concessions in the
General Agreement.

Respecting woolen fabrics, the renegotiations during 1960-62 occurred
in two steps. In the first step, initiated in 1959, the United States
sought agreement from the interested supplier countries to end the tariff
quota on woolen fabrics that was part of the GATT concession granted
by the United States in 1947. Following these negotiations and con-
sultations, the United States, in an action effective January 1, 1961, re-
placed the tariff quota by new concession rates.?® The Benelux coun-
tries, Italy, and Japan filed claims for compensatory concessions. The
settlement of these claims comprised the second step of renegotiations
relating to woolen fabrics.

U.S. compensatory concessions granted in renegotiations.—Various con-
tracting parties to the General Agreement had rights to compensation
for changes in U.S. tariff treatment mentioned above. To settle their
claims the United States granted compensatory concessions on articles
covered by 81 statistical classes.3* These compensatory concessions
were embodied in separate agreements with the Benelux countries, Den-
mark, the Federal Republic of Germany, Italy, Japan, Sweden, and the
United Kingdom, all of which were signed during the 1960-62 GATT
Conference. The concessions were to become effective in two stages.

30 For discussion of the effective dates of the U.S. concessions granted in compensation
for the increase in the rate on spring clothespins, see the following section of this chapter.

31 Proclamation No. 3211 (3 CFR, 1954-1958 Comp., 136).

32 For details of the escape-clause action on stainless steel table flatware, which was
effective Nov. 1, 1959, see Operation of the Trade Agreements Program, 13th report, pp.
97-98; for details of such action with respect to cotton typewriter-ribbon cloth, which was
effective after the close of business on Sept. 22, 1960, see the section on status of escape-
clause investigations in ch. 3 of this report.

33 U.S. Department of State Press Release No. 636, Nov. 9, 1960.

34 Left unsettled on June 30, 1962, was a claim by France relating to the court decision
affecting the classification of cellulose sponges. For a list of U.S. compensatory con-
cessions, see U.S. Department of State Pub. 7350, Comm. Pol. Ser. 187, 1962, pp. 101-109 .
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The first stage of the U.S. concession granted to Sweden on certain paper
boxes became effective on October 18, 1961;% the first stage of the other
U.S. compensatory concessions became effective on July 1, 1962.3 The
second stage of all the U.S. compensatory concessions here under dis-
cussion (including the concession to Sweden on paper boxes) was to be-
come effective on July 1, 1963.

Renegotiations initiated by foreign countries

During July 1960-June 1962, the United States negotiated with the
following contracting parties to the General Agreement concerning vari-
ous adjustments in their schedules of concessions:3?

Australia (1, 2, 3) Netherlands on behalf of—
Brazil (8) Netherlands Antilles (35)
Canada (9, 10, 11) Surinam (36)
Ceylon (13) New Zealand (37)
Denmark (14, 15) Norway (39)
Finland (20) Pakistan (41)
Greece (25) Peru (43, 4)
Haiti (26) Rhodesia and Nyasaland (46, 47)
Indonesia (29) South Africa (48)
Japan (31, 32) Sweden (50)

Turkey (52)

By June 30, 1962, the close of the period covered by this report, all
but two of the renegotiations concerning U.S. claims for compensation
against the countries listed above were completed. These completed
‘renegotiations accounted for 26 of the 55 agreements shown in the tabu-
lar summary.® Two or more compensatory agreements were concluded
with some of the countries (viz, Australia, Canada, Denmark, the Neth-
erlands, Peru, and the Federation of Rhodesia and Nyasaland). With
respect to Japan, some U.S. claims for compensation were settled in an
agreement signed in April 1961; other such claims were still pending at
the close of the period here under review. The renegotiations between
New Zealand and the United States were also pending at the close of
this period.

Fifth Round of Multilateral Negotiations

As mentioned earlier in this chapter, the second phase of the 1960-62
GATT Tariff Conference, frequently referred to as the fifth round of
multilateral negotiations, or the Dillon round, opened officially on May

% Proclamation No. 3431 of Sept. 18, 1961 (3 CFR, 1961 Supp., 57).

36 Proclamation No. 3468 of Apr. 30, 1962 (3 CFR, 1962 Supp., 50).

37 The numbers in parentheses are the item numbers identifying the U.S. negotiations
with each of the countries in the tabular summary given earlier in this chapter.

38 The details of 11 of the 26 agreements providing compensatory concessions to the
United States are set forth in U.S. Department of State Pub, 7350, Comm. Pol. Ser. 187,
1962; detailed information on the remaining 15 agreements had not been published at the
time of writing this report.
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29, 1961. Two types of negotiations were conducted during the fifth
round: (1) Negotiations (under the provisions of art. XXVIII bis) be-
tween contracting parties to the General Agreement for new or additional
concessions, and (2) negotiations (under art. XXXIIT) between contract-
ing parties and countries desiring to accede to the General Agreement.

During the second phase, the United States concluded negotiations
with 19 contracting parties to the General Agreement, with a provisional
contracting party (Switzerland), and with 3 countries preparing to be-
come contracting parties (Cambodia, Israel, and Portugal).3® In 1960
these 23 countries supplied about three-fifths of U.S. imports and took
about the same share of U.S. exports.

The names of the 23 countries with which the United States negoti-
ated, together with the numbers that identify the fifth-round negotia-
tions in the summary tabulation given earlier in this chapter, are shown
below:

Austria (5) Haiti (27)

Cambodia (56) India (28)

Canada (12) Israel (57)

Denmark (17) Japan (34)

EEC (19): New Zealand (38)

Belgium Norway (40)
France Pakistan (42)
Germany (Federal Republic) Peru (45)
Italy Portugal (58)
Luxembourg Sweden (51)
Netherlands Switzerland (60)

Finland (21) United Kingdom (55)

Concessions granted by the United States 40

The U.S. trade agreements legislation in effect during 1960-62 pro-
vided that the rate of duty on an article might be reduced to the lowest
rate resulting from the use of any one of three alternative methods.*!

39 Reciprocal negotiations with Spain, a provisional contracting party to GATT, were
begun during the course of the 196062 Conference, but were not concluded until after the
close of the period covered by this report.

40 The concessions granted by the United States and its negotiating partners at the 1960—
62 Conference were annexed to interim agreements signed during the period March-June
1962 (see tabular summary).

For the U.S. concessions expressed in terms of U.S. statutory language (including the
compensatory concessions discussed in the preceding section of this chapter), see also U.S.
Department of State, General Agreement on Tariffs and Trade: Schedules of the United States
of America, Annotated to Show Countries With Whick Concessions Were Negotiated at Geneva
in 1960-61, Pub. 7451, Comm. Pol. Ser. 195, 1962. For the U.S. concessions expressed in
terms of statistical classifications, see U.S. Department of State Pub. 7350, Comm. Pol.
Ser. 187, 1962, pp. 101-109 (contains compensatory concessions), and Pub. 7408, Comm.
Pol. Ser. 194, 1962, pp. 55-151 (contains reciprocal concessions).

For the concessions obtained by the United States from each of its partners in the fifth
round of tariff negotiations, see U.S. Department of State Pub. 7349, Comm. Pol. Ser. 186,
1962, and Pub. 7408, Comm. Pol. Ser. 194, 1962.

41 The provisions of U.S. trade agreements legislation are summarized in the appendix.
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The first method permitted a reduction by 20 percent of the U.S. rate
applicable on July 1, 1958. The second method permitted a reduction
by 2 percentage points, except that no duty was to be entirely removed.
The third method permitted an ad valorem rate to be reduced to 50 per-
cent ad valorem, or a specific or compound rate of duty, to a rate or com-
bination of rates equivalent to 50 percent ad valorem. The first method
was used for the great bulk of the concessions granted by the United
States during 1960-62.

The trade agreements legislation also provided that, regardless of the
method employed in reducing a rate of duty, the reduction was to be
effected in stages. The concessions negotiated by the United States in
1960-62 were staged for the most part in the minimum period provided
in the legislation: For the first and second methods of rate reduction,
in two stages (i.e., by 10 percent or 1 percentage point, respectively) 1
year apart, and for the third method in three stages (a third of the re-
duction) 1 year apart. The first stage of U.S. concessions granted in
the fifth round became effective July 1, 1962;%2 subsequent stages were
to become effective on July 1, 1963, and July 1, 1964, respectively.

Table 1 presents data on the scope of the concessions that the United
States granted during the fifth round of tariff negotiations. Total U.S.
imports from the 23 countries with which the United States negotiated
at Geneva were valued at about $8.8 billion in 1960, which represented
about three-fifths of U.S. imports in that year. The United States
granted tariff concessions on products that accounted for imports valued
at $1.2 billion from the countries of initial negotiation, or for 14 percent
of U.S. imports from the 23 countries concerned. Imports from all
countries of the products on which the United States granted concessions
were valued at about $1.8 billion in 1960,% or about 12 percent of U.S.
imports of all products in that year.

The value of U.S. trade with individual countries covered by conces-
sions negotiated with them during the fifth round at Geneva varied wide-
ly from country to country. As measured by U.S. imports from each
country in 1960 of articles on which the United States granted conces-
sions directly to it, the “trade coverage” of U.S. concessions to the Euro-
pean Economic Community amounted to $795 million; that of those to
the United Kingdom, $201 million; to Canada, $65 million; and to India,
$50 million. In contrast, the “trade coverage” of U.S. concessions to 8
of the 23 countries amounted to less than $10 million each. Further,

42 Proclamations No. 3468 (3 CFR, 1962 Supp., 50) and No. 3479 of June 20, 1962 (3 CFR,
1962 Supp., 70), which were later terminated in part by Proclamation No. 3513 (28 F.R.
107).

# Excluded are the U.S. imports that were not dutiable at trade-agreement rates of
duty—viz, imports from Communist-dominated countries, from Cuba, and from the
Philippine Republic, and also the imports entered duty-free for U.S. Government use.
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TasLe 1.—U.S. imports for consumption from specified countries, 1960:
All articles (dutiable and free) and articles on whickh the United States
granted direct concessions in the fifth round of tariff negotiations

Articles on which the
All articles 2 United States granted
direct concessions
Country!

Percent of
Dutiable Free Total Value total value of

all articles

Million Million Million Million
dollars dollars dollars dollars
Austria oo oocooooo 48.7 0.8 49.5 10.2 21
6.6 6.6 || oo
1,959.4 | 3,163.6 64.5 2
19.1 98.4 3 1
EEC . 2,003.0 255.3 | 2,258.3 794.8 35
Finland . ____.__._____ 19.8 32.3 52.1 2.8 5
Haitio oo 6.5 11.1 17.6 .6 3
India. oo 161.6 68.4 230.0 51.3 22
Israel. . 24.0 3.3 27.3 17.5 64
APAN._ e oo 1,046.7 79.8 | 1,126.5 18.5 2
New Zealand. . ________ 59.4 57.6 117.0 11.6 10
MNorway . - ccccocaoo 66.3 21.4 87.7 5.4 6
Pakistan_ ... 9.3 27.7 37.0 @®) ®

(= 4 67.2 102.0 169.2 6.0 4
Portugal . _ . oo 28.9 8.6 37.5 9.2 25
Sweden. - - oo 120.4 49.9 170.3 12.6 7
Switzerland _____________ 166.3 1.0 197.3 17.1 9
United Kingdom_____.___ 779.6 216.5 996.1 201.4 20
Total . . 5,891.2 | 2,950.8 8,842.0 1,224.8 14

1 Excludes Spain, with which U.S. negotiations were completed after the close of the
1960-62 tariff Conference.

2 Figures reported here reflect revisions in the official statistics of the U.S. Department
of Commerce that were made subsequent to the preparation of U.S. Department of State
Pub. 7408, Comm. Pol. Ser. 194.

3 Less than $50,000.

4 Less than 0.5 percent,

Source: U.S. Department of State Pub. 7408, Comm. Pol. Ser. 194, 1962, p. 152, except
as noted.

U.S. imports of direct-concession articles from each of 12 negotiating
countries accounted in 1960 for 10 percent or less of total U.S. imports
therefrom.

As indicated in an earlier section of this chapter, the articles on which
the U.S. negotiators were authorized to offer concessions had to be se-
lected from published lists of articles, which were submitted by the Pres-
ident to the Tariff Commission for “peril point” investigations. As a
result of its peril-point investigations, the Commission found that the



JULY 1960-JUNE 1962 21

tariff restrictions on certain articles in the President’s lists could not be
reduced without causing, or threatening to cause, serious injury to the
domestic industries concerned. Such articles were omitted from the ini-
tial offers to the various countries.

In the negotiations with the European Economic Community, Nor-
way, Sweden, and the United Kingdom, the initial offers of the United
States did not afford adequate bargaining power to obtain the desired
concessions. Accordingly, the articles excluded from the initial U.S.
offers were reexamined by the Trade Agreements Committee, the Trade
Policy Committee, and the President, and a number of articles were se-
lected to improve the bargaining position of the United States. In-
cluded in the new U.S. offers were reductions in duty to levels below
those specified by the Tariff Commission in its peril-point findings. The
fifth-round negotiations between the United States and its negotiating
partners were concluded shortly after the exchange of additional offers.
Pursuant to section 4(a) of the Trade Agreements Extension Act of 1951,
the President reported to the Congress, identifying the concessions which
reduced the duties below the peril-point levels found by the Tariff Com-
mission.** Promptly thereafter, as required by section 4(b), the Com-
mission deposited with the House Committee on Ways and Means and
the Senate Committee on Finance a copy of the portions of its peril-
point report dealing with the items identified by the President.

Concessions obtained by the United States

The negotiators of countries with which the United States dealt dur-
“ing the fifth round were not generally restricted by domestic legislation
in the type of concessions they could grant, as was the U.S. delegation.
Although responsible, of course, to their home governments, delegations
other than that of the United States were not legally limited to reduc-
tions in duties of a certain percentage or less—say, 20 percent. Never-
theless, the character of the U.S. negotiation authority influenced the
type of concessions offered by other participants in the fifth round.
Even before the negotiations had commenced, the European Economic
Community had offered to maintain a reduction of 20 percent which it
had made in its common external tariff for most industrial articles, pro-
vided that its trading partners in the General Agreement offered recipro-
cal concessions. Moreover, many of the concessions offered in the nego-
tiations by other contracting parties amounted to reductions of no more
than 20 percent.

Table 2 presents data on the scope of concessions that the United
States obtained as country of initial negotiation during the fifth round
of tariff negotiations. Total U.S. exports to the 23 countries with which
the United States negotiated at Geneva were valued at $11.8 billion in

44 See White House Press Release, Mar. 7, 1962, including copy of messages from the
President to the Congress regarding peril points.
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TasLe 2.—U.S. exports of domestic merchandise to specified countries,
1960: All articles and articles on whick the United States obtained direct
concessions in the fifth round of tariff negotiations

Articles on which the United States
obtained direct concessions
Country! All articles 2
Percent of total
Value3 value of all articles
M;:llion dollars Million dollars

Austria. o vocoooccciaoan 80.0 47.6 10
Cambodia.___......_____ 7.0 1.1 16
Canada._covocicceee 3,632.7 75.1 2
Denmark. ... .. 108.7 17.2 16
) 2% X 3,400.0 41,000.0 29
Finland 56.3 4.6 8

Haiti_ .. 25.1 ®) %)
India_. 639.1 743.6 7
Israel ... 118.4 421.8 18
{qapan ................... 1,324.8 23.4 2
ew Zealand_ . __________ 74.6 4.5 6
Norway oo ooccoooooooe 89.1 20.8 23

Pakistan__ ... 168.8 .1 Q]
Peru. oo . 142.1 46.7 5
Portugal . ______________ 38.4 8.9 23
Sweden . . - - ooocoeooooo 298.8 9.6 3
Switzerland.._.___._______ 246.5 19.6 8
United Kingdom_____._.___ 1,386.4 4 300.0 22
Total . ..o ____ 11,836.8 1,564.6 13

1 Excludes Spain, with which U.S. negotiations were completed after the close of the
1960-62 tariff Conference.

2 From official export statistics of the U.S. Department of Commerce; excludes special-
category commodities.

3 Computed on the basis of the official import statistics of the listed countries.

4 Estimated.

5 Less than $50,000.

6 Less than 0.5 percent.

7 For fiscal year ending Mar. 31, 1961.

Source: U.S. Department of State Pub. 7349, Comm. Pol. Ser. 186, 1962 p. 106, and
Pub. 7408, Comm. Pol. Ser. 194, 1962, pp. 1-3 and 8.

1960, and accounted for slightly more than three-fifths of U.S. exports
in that year. U.S. exports to the negotiating countries of products on
which direct tariff concessions were obtained were valued at $1.6 billion,
or 13 percent of total U.S. exports to such countries.

As noted in the previous section, the U.S. negotiations with individual
countries varied widely in extent. Based on the “trade coverage” in
1960 of the concessions obtained, the negotiations with the European
Economic Community and the United Kingdom were by far the most
important. Concessions obtained in those negotiations covered U.S. ex-
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ports to the EEC valued at $1 billion (29 percent of total U.S. exports
thereto) and exports to the United Kingdom valued at $300 million (22
percent). On the other hand, U.S. exports to each of 9 negotiating
countries in 1960 of articles on which the United States obtained con-
cessions were valued at less than $10 million. Moreover, U.S. exports
of concession articles to each of 11 negotiating countries accounted for
10 percent or less of total U.S. exports thereto.






Chapter 2

Developments Relating to the Operation of the
General Agreement on Tariffs and Trade

INTRODUCTION

The General Agreement on Tariffs and Trade (GATT), the most im-
portant and most comprehensive agreement that the United States has
entered into under the provisions of the Trade Agreements Act, is a mul-
tilateral agreement to which the United States and 40 other countries
were contracting parties at the close of the period under review.! The
General Agreement consists of two parts: (1) The so-called general pro-
visions, which consist of numbered articles that set forth rules for the
conduct of trade between contracting parties,? and (2) the schedules of
tariff concessions that have resulted from the various multilateral nego-
tiations sponsored by the Contracting Parties.

On June 30, 1960, the beginning of the 2-year period covered by this
report, the following 37 countries were contracting parties to the General

~Agreement: Australia, Austria, Belgium, Brazil, Burma, Canada, Cey-

lon, Chile, Cuba, Czechoslovakia, Denmark, the Dominican Republic,
Finland, France, the Federal Republic of Germany, Ghana, Greece,
Haiti, India, Indonesia, Italy, Japan, Luxembourg, the Federation of
Malaya, the Netherlands, New Zealand, Nicaragua, Norway, Pakistan,
Peru, the Federation of Rhodesia and Nyasaland, Sweden, Turkey, the
Union of South Africa, the United Kingdom, the United States, and
Uruguay. By June 30, 1962, 4 additional countries—Nigeria, Portugal,
Sierra Leone, and Tanganyika—had become contracting parties, thus
expanding membership in the General Agreement to 41 countries.

Article XXV of the agreement provides that the Contracting Parties
shall meet from time to time to further the objectives of the agreement
and to resolve problems that may arise. During the period under re-
view the Contracting Parties held three regular sessions at Geneva,
Switzerland: The 17th Session, which lasted from October 31 to No-

1 For the earlier history of the General Agreement, see Operation of the Trade Agreements
Program: 1st report, pt. II, ch. 3; 2d report, pp. 19-21; 3d report, pp. 31-32; and 5th report,
pp. 23-26.

2 The term ““contracting parties,” when used without initial capitals (contracting parties),
refers to member countries acting individually; when used with initial capitals (Contracting
Parties), it refers to the member countries acting as a group.

25
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vember 19, 1960; the 18th, from May 15 to 19, 1961; and the 19th, from
November 13 to December 9, 1961. Because the amount of business to
be considered at these sessions had increased greatly in recent years,
the Contracting Parties had found it necessary to turn over considerable
work to the Council of Representatives (usually referred to simply as
the Council).? As a result, the Council, during the period covered by
this report, met 10 times—more frequently than had the Intersessional
Committee in earlier years. In addition to the regular sessions and the
council meetings, a meeting of Ministers was convened in November
1961.

The following discussion of developments during the period covered
by this report is presented under three headings: (1) Matters arising
from the operation of the agreement; (2) regional economic arrange-
ments; and (3) other developments relating to the agreement.

MATTERS ARISING FROM THE OPERATION OF
THE GENERAL AGREEMENT

Matters arising from the operation of the agreement are discussed
under the following four categories: (a) Complaints to the Contracting
Parties under the provisions of article XXIII;* (b) waivers of obligations
granted by the Contracting Parties under article XXV (c) releases from
obligations authorized by the Contracting Parties under article XVIII;
and (d) import restrictions imposed by contracting parties for balance-
~ of-payments reasons, under the provisions of articles XII and XVIILS

Complaints

Article XXIII of the General Agreement provides that if any con-
tracting party considers that a benefit accruing to it under the agree-
ment is being nullified or impaired by action of another contracting
party, it may bring the alleged impairment to the attention of the party
concerned. If consultations between the two parties do not result in
an adjustment satisfactory to both, the matter may be referred to the

3 At their 16th Session held in May-June 1960, the Contracting Parties established the
Council of Representatives as a successor to the Intersessional Committee.

4 Unless otherwise specified, the numbers of the articles of the General Agreement as
used in this chapter are those of the amended agreement. The protocol amending the
preamble and pts. II and III of the agreement entered into force in part for two-thirds of
the contracting parties on Oct. 7, 1957. For the General Agreement as so amended, see
Contracting Parties to GATT, Basic Instruments . . . : vol. II1, Text of the General Agree-
ment, 1958, Sales No.: GATT/1958-5, Geneva, 1958.

8 For the texts of discussions, resolutions, and reports of the 17th, 18th, and 19th Sessions,
see Contracting Parties to GATT, Basic Instruments . . ., 9th supp., Sales No.: GATT/
1961-1, Geneva, 1961, and 10th supp., Sales No.: GATT/1962-1, Geneva, 1962.
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Contracting Parties for examination and for appropriate recommenda-
tion. Matters brought before the Contracting Parties in this manner
are known as complaints.

At their 17th, 18th, and 19th Sessions, the Contracting Parties con-
sidered four complaints. By the close of the period covered by this
report, the issues raised by two of the four complaints had been settled.

Complaints settled by June 30, 1962

French stamp tax on imports—On January 19, 1961, the French Gov-
ernment informed the Contracting Parties that, as promised by its rep-
resentative at the 16th Session, it had reduced its stamp tax from 3 to
2 percent, effective January 1, 1961. This action appeared to settle a
long-standing U.S. complaint.

The French stamp tax on imports, which had been levied in addition
to the regular import duties, was originally designed to defray the costs
of clearing imported commodities through the customs. Article IT of
the General Agreement authorizes the imposition of fees or other charges
commensurate with the cost of services rendered. At the Ninth Session
of the Contracting Parties in 1954-55, the United States had complained
that France in March 1954 had increased its stamp tax from 1.7 percent
to 2 percent ad valorem. The matter was temporarily resolved, how-
ever, when the French representative noted that France had not in-
creased the tax—and did not intend to increase it—beyond the point
necessary to meet the cost of services rendered, as authorized by the
. General Agreement.®

In August 1955, despite this expressed intention, France increased the
tax from 2 percent to 3 percent, with the specific provision that the in-
crease in the proceeds thus derived be applied to the budget for agricul-
tural family allowances. The United States immediately complained
to the Contracting Parties that France’s action was inconsistent with
its obligations. When the matter came before the Contracting Parties
at their 10th Session, the French representative agreed that the increase
in the tax was contrary to the provisions of the General Agreement. He
stated, however, that exceptional circumstances had caused the increase
and that France would adjust the tax as soon as possible.

The U.S. complaint appeared on the agenda of the Contracting Parties
at each of the four succeeding sessions but, despite the hope expressed
each time by the French representatives that the stamp tax would be
reduced, the French Government maintained it at 3 percent. At the
16th Session, in May-June 1960, the French representative stated that
on January 1, 1961, his Government would reduce the tax to 2 percent.

Italian measures favoring domestic production of ships’ plates—At the
18th Session, the Italian representative announced that on March 31,

8 Operation of the Trade Agreements Program, 8th report, pp. 34-36.
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1961, his Government had modified domestic legislation, with the result
that Italian shipyards using imported steel were now entitled to the same
tax benefits as those using domestically produced steel. He concluded,
therefore, that the grounds for a long-standing complaint had been re-
moved; the Austrian delegate concurred. The Contracting Parties took
note of the fact that the complaint was settled.

Austria’s complaint concerning Italian measures designed to stimulate
domestic production of ships’ plates was first submitted at the 13th Ses-
sion in 1958. Austria had stated that, pursuant to a law of July 17,
1954, Italy had granted tax remission and other tax benefits to the Italian
shipbuilding industry using domestically produced ships’ plates, but that
it had not extended those benefits when imported ships’ plates were
used. According to the Austrian representative, Austrian exports of
ships’ plates to Italy had declined steadily after the law of July 17, 1954,
became effective. On November 20, 1958, after the Contracting Parties
had heard representatives of both Italy and Austria, delegates from
these countries informed the Contracting Parties that they had reached
agreement and requested that the complaint be dropped from the agenda.

On April 20, 1959, however, Austria notified the Contracting Parties
of a new development. According to the Austrian delegate, the Italian
Government had on January 26, 1959, submitted to the Parliament a
draft law which would modify the 1954 law by extending the benefits
being granted to domestic producers of ships’ plates to producers of such
articles in other member countries of the European Coal and Steel Com-
" munity. In the light of this development, Austria proposed further
consultations with Italy and requested that the matter be placed on the
agenda for the 14th Session. At that session Italy agreed to consult
with Austria. The matter was not resolved during the 15th, 16th, and
17th Sessions.

Complaints not settled by June 30, 1962

Italian discrimination against imported agricultural machinery.—At the
17th Session, the United Kingdom reinstated an earlier complaint con-
cerning Italian discrimination against imported agricultural machinery.
Under a law of July 25, 1952, Italy had established a revolving fund to
enable Italian farmers to purchase domestic tractors and other agricul-
tural machinery on especially favorable credit terms, but funds were not
made available for the purchase of imported agricultural machinery.

In November 1958, after the matter had been examined by a panel of
experts, the Italian delegate indicated that his Government had agreed
to extend to purchasers of foreign agricultural machinery the same credit
facilities available to purchasers of domestic agricultural machinery.
The representative of the United Kingdom stated that Italy’s agreement
did not involve amendment of those provisions of the Italian law that
had given rise to the discrimination. Nevertheless, he requested the
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Contracting Parties to remove the complaint from the agenda, subject
to the reservation that the United Kingdom might resubmit it should
the occasion arise.”

At the 17th Session, the United Kingdom delegate stated that the Ital-
ian Government had, in January 1959, made fresh allocations to the ro-
tating fund, and, in February 1960, sponsored a bill that would extend
the rotating fund on the same discriminatory basis beyond 1964. The
United Kingdom, supported by Canada, Sweden, and the United States,
thereupon requested the Italian Government to remove the offending
provision of the bill. The Italian representative stated that his Gov-
ernment would attempt to settle the question before 1964. He therefore
urged that the United Kingdom withhold its complaint, which it appar-
ently did.

Recourse to article XXIII by Uruguay.—Shortly before the 19th Ses-
sion, Uruguay alleged that certain of its benefits as a contracting party
were being impaired as a result of import restrictions imposed by 19
contracting parties on certain of its exports. Following the procedure
set forth in article XXIII, Uruguay concluded consultations with 12 of
the contracting parties concerned before the opening of the 19th Ses-
sion.

Early in the 19th Session, the Uruguayan representative reported that
the consultations had not produced solutions satisfactory to his Gov-
ernment; he therefore requested that the Contracting Parties examine
the complaints and authorize Uruguay to suspend certain concessions it
had granted to contracting parties in the event that such action should
prove to be warranted. The Contracting Parties noted that the prob-
lem presented by Uruguay raised important issues being considered at
the session by various committees. Inasmuch as Uruguay had an-
nounced its intention to present the matter at the meeting of Ministers
scheduled for November 1961, the Contracting Parties deferred further
consideration of the complaint.

Later during the session, the Uruguayan representative stated that
his Government hoped that the Contracting Parties would adopt the
recommendations by the Ministers to provide procedures for negotiat-
ing greater access to markets for agricultural products. Uruguay, be-
lieving that adoption of these recommendations would alleviate that
country’s difficulties, decided not to ask for immediate consideration of
its complaint under article XXIII:2. The Uruguayan representative
also noted that the Contracting Parties were to make a special study of
international trade in an agricultural product of especial importance to
Uruguay (meat).?

7 See Operation of the Trade Agreements Program, 12th report, pp. 12-13.
8 See the section of this chapter on expansion of international trade.
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Reports on Waivers of Obligations

The drafters of the General Agreement on Tariffs and Trade had en-
visioned the possibility that a contracting party might—because of spe-
cial or exceptional circumstances—find that it could not comply with
certain obligations imposed by the provisions of the agreement. Various
articles, therefore, authorized the Contracting Parties to grant waivers
of obligations under the agreement to the extent necessary to enable
a contracting party to overcome particular problems. Article XXV:5
contains one of the main provisions for such waivers of obligations; the
following discussion relates to waivers granted under this provision. .

During the period covered by this report, the Contracting Parties
granted new waivers of obligations under article XXV:5 to Ceylon, Indo-
nesia, Italy, the Federation of Rhodesia and Nyasaland, Turkey, and
Uruguay. Moreover, various contracting parties submitted reports on
actions taken under waivers granted earlier.

Ceyl, tariff incr

Shortly before the 18th Session, Ceylon notified the Contracting Par-
ties that, in order to stop a serious drain in its monetary reserves, it was
necessary either to intensify certain of its quantitative import restric-
tions or to temporarily increase customs duties on a large number of
imported products. After the Council of Representatives had consid-
ered the matter, Ceylon announced that, of the two alternatives, it con-
sidered temporary duty increases to be less restrictive of trade. Be-
. cause such duty increases would be inconsistent with article IT of the
General Agreement, Ceylon requested that the Contracting Parties waive
its obligations under that article until it could institute other corrective
measures consistent with the agreement. After consultations with the
International Monetary Fund—held in accordance with article XV of
the General Agreement—confirmed the serious nature of Ceylon’s mone-
tary position, the Contracting Parties, on April 10, 1961, granted the
waiver requested. Under its terms, however, Ceylon could not increase
duties on the products identified in the waiver by more than 5 percent
ad valorem. In addition, the waiver required that Ceylon submit an-
nual reports of actions taken thereunder. The waiver was to terminate
December 31, 1962, or whenever the increased duties permitted under
the waiver were eliminated, whichever date was the earlier.

At the 19th Session of the Contracting Parties, Ceylon submitted its
first annual report under the waiver. The report indicated that in the
period that had elapsed after the waiver had been authorized, Ceylon
had eliminated several of the duty increases. The Contracting Parties
noted the Ceylonese report without discussion.

Indonesian tariff revision

By a decision of April 10, 1961, the Contracting Parties granted Indo-

nesia a waiver of its obligations under article II to enable that country
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to revise its tariff without first renegotiating with interested contracting
parties the concessions it had granted in the General Agreement. The
Contracting Parties took note of the fact that crucial economic circum-
stances did not permit Indonesia sufficient time to renegotiate under
article XXVIII prior to the tariff revision. At the 19th Session Indo-
nesia informed the Contracting Parties that it had successfully concluded
negotiations with 14 countries and expected soon to complete its few re-
maining renegotiations. In taking note of the Indonesian report, the
Contracting Parties agreed that Indonesia be permitted at the 20th
Session to report informally on its progress under the waiver.

Italian customs treatment of Somali products

On September 19, 1960, Italy requested a waiver of its obligations
under article I to enable it to continue to accord special customs treat-
ment to imports of certain Somali products. Somalia, which the United
Nations had placed under Italian trusteeship after World War II, had
become an independent state, the Somali Republic, on July 1, 1960;
during the trusteeship period Italy had granted special customs treat-
ment to certain imports from Somalia, including duty-free status for
certain key exports from that country. Moreover, as part of an eco-
nomic assistance program for Somalia, Italy wished to continue its spe-
cial duty treatment of Somali products. Inasmuch as Somalia had be-
come an independent nation, however, the continuation of preferences
by Italy would conflict with the most-favored-nation provisions of article
. I of the General Agreement unless the Contracting Parties granted a
waiver.

The Council of Representatives appointed a working party to examine
the Italian request. In its report at the 17th Session, the working party
concluded that discontinuance of the customs treatment accorded by
Italy to Somali products would have disruptive effects on the Somali
economy, and that economic assistance by Italy to the Government of
Somalia was in conformity with the spirit of the General Agreement.
It recommended therefore that Italy be granted the waiver sought, but
that it be limited to 5 years. After discussion, the Contracting Parties
approved the working party’s recommendation.

Rhodesia-Nyasaland waiver for dependent territories of the United Kingdom

At their 17th Session the Contracting Parties granted the Federation
of Rhodesia and Nyasaland a waiver of its obligations under article I
permitting it to increase certain margins of tariff preference accorded
products of dependent territories of the United Kingdom. The waiver,
which was modeled after the Australian waiver relating to products of
Papua and New Guinea (discussed below), permitted tariff changes in-
tended to assist in the economic development of such dependent terri-
tories. Under its terms the waiver could not be invoked in actions that
would cause serious injury to the trade of other contracting parties.
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The Federation was required to submit the usual annual reports to the
Contracting Parties.

At the 19th Session the Federation of Rhodesia and Nyasaland re-
ported that it had taken no action under the waiver. The Contracting
Parties took note of the report without discussion.

Rhodesia-Nyasaland tariff preferences

At their 17th Session, the Contracting Parties approved a procedure
whereby the margins of tariff preference on certain goods traded between
the Federation of Rhodesia and Nyasaland and South Africa or Australia
could be increased. After its emergence as an independent country in
1953 and the adoption of its unified tariff in 1955, the Federation of
Rhodesia and Nyasaland entered into trade agreements with South
Africa and Australia. These agreements called for margins of preference
to be mutually applied to certain products traded between the signatory
countries. Shortly before the beginning of the period under review, the
signatories announced their intention to enter into new trade agreements,
and they requested that the Contracting Parties grant them approval to
increase certain of the margins of preference that they had maintained
under the previous trade agreements. As noted, the Contracting Par-
ties agreed to that request.

Turkish tariff reform

At their 17th Session the Contracting Parties granted Turkey a waiver

from article IT of the General Agreement enabling it to put its revised
“tariff into force without first renegotiating concessions that it had grant-
ed. The Turkish law enacting the revised tariff became effective on
January 11, 1961.

At the 18th Session Turkey reported that it had been unable to com-
plete the renegotiations attending the imposition of its new tariff; Tur-
key requested, and the Contracting Parties granted, an extension of the
waiver until the end of the 19th Session. During the 19th Session, Tur-
key reported that it would complete its renegotiations by the end of
the session; the waiver presumably expired at that time.

Uruguayan import surcharges

By a decision of May 8, 1961, the Contracting Parties granted Uru-
guay a waiver of its obligations under article IT of the General Agree-
ment to permit that country to apply certain import duty surcharges
instituted in 1960. The surcharges were imposed as a temporary meas-
ure to redress deficits in the Uruguayan balance of payments as well as
to simplify Uruguay’s complex system of surcharges and prior deposits.

In granting the waiver the Contracting Parties noted that the Inter-
national Monetary Fund had confirmed the serious nature of Uruguay’s
balance-of-payments and reserve position. The waiver was to terminate
on Uruguay’s elimination of the surcharges or on July 1, 1963, whichever
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date was the earlier. In addition, the waiver required that Uruguay
submit annual reports of actions taken under the waiver.

At the meeting of the GATT Council in September 1961, Uruguay
submitted its first annual report under the waiver. The report noted
that in the short period that had elapsed since it had been granted the
waiver, Uruguay’s balance-of-payments position had improved some-
what, but that the country’s terms of trade had continued to deteriorate.
Uruguay reported therefore that it was as yet unable to eliminate any
of its surcharges. On recommendation of the Council, the Contracting
Parties approved the Uruguayan report at their 19th Session.

Australia’s special customs treatment of products from Papua and New Guinea

At the 18th Session of the Contracting Parties in 1961, Australia sub-
mitted its seventh report on actions taken under a 1953 waiver which
had permitted it to accord preferential tariff treatment to products of
the territories of Papua and New Guinea. Australia stated that it had
taken no actions under the waiver during the time that had elapsed
since it submitted its sixth report in 1959.° The Contracting Parties
took note of the Australian report.

Belgian quantitative restrictions on imports

At the 17th Session, Belgium submitted its fifth annual report under
the terms of a 1955 waiver which had permitted it to retain various
quantitative restrictions on agricultural products beyond the time it
ordinarily could have done so because of balance-of-payments reasons.!®
The Contracting Parties expressed serious concern over Belgium’s lack
of progress in removing its quantitative restrictions. They noted Bel-
gium’s intention to liberalize trade in certain agricultural products be-
ginning in January 1961, but felt that more rapid liberalization would
be needed to enable Belgium to terminate its quantitative restrictions
by the end of 1962—the deadline specified in its waiver. Some con-
tracting parties noted with concern that Belgium had found it necessary
to impose additional tariff restrictions on certain products from which
it had removed quantitative restrictions. The Belgian representative
assured the Contracting Parties that Belgium planned to ease quanti-
tative restrictions as rapidly as possible with the ultimate aim of elim-
inating them by the end of the waiver period.

At the 19th Session, Belgium submitted its sixth report under the terms
of the waiver. Belgium indicated that it would remove import restric-
tions on several items by December 31, 1962 (the termination date of
the waiver), but that import restrictions on a number of commodities

9 Actions taken earlier by Australia under the waiver are discussed in previous reports
on the Operation of the Trade Agreements Program.

10 For discussion of Belgium’s first, second, third, and fourth annual reports under the
waiver, see Operation of the Trade Agreements Program: 10th report, pp. 23-24; 11th report,
pp. 34-35; 12th report, pp. 23-24; and 13th report, pp. 18-20.
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would remain in effect after that date. Restrictions would remain in
effect on certain fish, fruits, vegetables, horticultural articles, seed grains,
and sugar beets. After considering the report, the Contracting Parties
agreed that Belgium should consult with them in the spring of 1962.
Although no action was taken at the Council meeting in the spring of
1962, Belgium agreed to consult with interested contracting parties con-
cerning any restrictions still in effect after the close of the waiver period.
Brazilian tariff revision

In August 1957 a new Brazilian tariff entered into force; prior thereto
the Contracting Parties had granted Brazil a waiver of its obligations
under article II to enable that country to promulgate the new tariff
without first renegotiating the tariff concessions it had granted in the
General Agreement. The waiver required Brazil to conduct such re-
negotiations within 1 year from the entry into force of the new tariff.
Although circumstances necessitated several postponements of this dead-
line, Brazil succeeded, by August 1960, in concluding renegotiations with
a number of contracting parties.

At its meeting shortly before the 17th Session, the Council noted that
Brazil had, with few exceptions, given effect to the concessions granted
in its renegotiations. The Council recommended, therefore, that the
Contracting Parties regard the terms of the waiver as having been satis-
fied. With respect to the rates not renegotiated, the Council suggested
that the Contracting Parties grant Brazil a new waiver pending the nec-
essary renegotiations under article XXVIII at their 17th Session. The

- Contracting Parties approved the recommendation of the Council.

At the 18th Session, Brazil reported that it had completed such re-
negotiations with all but three contracting parties, and that it expected
the remaining renegotiations to be completed by June 1961. Under the
waiver, Brazil was required to report to the Contracting Parties no later
than September 1, 1961; it had not done so by June 30, 1962.

Chilean import charges

At the 17th Session of the Contracting Parties in November 1960,
Chile requested an extension of a waiver that had been granted in 1959
authorizing it to impose import surcharges. In support of its request,
the Chilean delegate explained that severe natural disasters in his coun-
try in the spring of 1960 had created abnormal economic conditions, the
effects of which had not been fully determined. He also indicated that
work on Chile’s new tariff (the adoption of which would make the con-
tinuation of the temporary surcharges unnecessary) had been delayed.
After discussion the Contracting Parties granted Chile a 1-year exten-
sion of its waiver.

At the 19th Session, Chile again requested a 1-year extension of its
waiver. The Chilean representative stated that the problems that had

iven rise to the extension of its waiver at the 17th Session were still
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unresolved. The new Chilean tariff had not yet been completed, and
the reconstruction efforts made necessary by the earthquake required
continuation of the additional import levies. After consultation with
the International Monetary Fund, the Contracting Parties approved the
Chilean request.

Franco-German treaty on the Saar

At both the 17th and 19th Sessions, France and the Federal Republic
of Germany reported on actions taken under a waiver relating to their
trade relations with the Saar. In 1959, pursuant tc a treaty between
France and the Federal Republic of Germany signed in 1956, the Saar
had become part of the West German customs and currency area; trade
between France and the Saar, though free of duty, had become subject
to annual quotas.

At the 17th Session, the Federal Republic of Germany indicated that
it had taken no action under the waiver since submission of its previous
report. France reported that, as required by the treaty, it had imple-
mented quotas limiting trade between it and the Saar. At the 19th
Session, both Governments reported that they had taken no further ac-
tion under the waiver during the year under review. At both sessions,
the Contracting Parties took note of the reports without discussion.

German import restrictions

During the 17th Session, the Federal Republic of Germany submitted
its second annual report on actions taken under a 1959 waiver that had
permitted it to impose nontariff trade restrictions on certain articles.!
The report listed the products on which quotas had been removed, indi-
cated the volume of imports of commodities still under import restric-
tions, and described the licensing system applied to the products covered
by the waiver.

The Contracting Parties concluded that West Germany had made ex-
cellent progress by removing a number of restrictions on imports of the
industrial products covered by the waiver, but that only one so-called
agricultural item, candies, had been freed from import restrictions. Sev-
eral contracting parties commented that West Germany needed to ac-
celerate the removal of its import restrictions if it were to eliminate the
use of quotas within the 3-year period contemplated by the waiver.
Furthermore, many contracting parties were concerned that West Ger-
many had not yet announced firm dates for the complete removal of
nontariff restrictions covered by its waiver.

At the 19th Session, West Germany submitted its third report under
the waiver. The Contracting Parties noted that, although West Ger-

11 For the history of the German waiver and a discussion of Germany’s first annual report,
see Operation of the Trade Agreements Program: 12th report, pp. 41-45; 13th report, pp.
21-23,
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many had made some progress in removing restrictions in the period
under review, many would still have to be removed before that country
satisfied its obligations under the waiver. West Germany was requested
to report on its plans for meeting the terms of the waiver at the Council
meeting in May 1962.

At the Council meeting the West German representative stated that
at the 20th Session of the Contracting Parties his Government would
submit a report on its actions under the waiver. He also stated that
some restrictions would be removed within the specified time limit,. but
that it was not possible to announce his Government’s decision regard-
ing the remaining restrictions inasmuch as they were currently being
considered in connection with the Common Agricultural Policy of the
European Economic Community.

Italian customs treatment of Libyan products

During the period under review, Italy and Libya submitted reports
regarding Italian customs treatment of Libyan products. In 1951 the
Contracting Parties had granted Italy a waiver of its most-favored-
nation obligations under article I of the General Agreement to permit
Italy to accord duty-free entry to a specified list of Libyan products.
The waiver was intended to allow action to facilitate the development
of Libya’s economy during that country’s transition to political inde-
pendence. Subsequently, the Contracting Parties requested Italy to
submit an annual report on the development of Italian-Libyan trade;
they also requested Libya to report annually on Libyan economic de-
‘velopment.1?

The eighth annual reports of Italy and Libya, submitted at the 17th
Session, noted that Italian imports from Libya were slightly smaller in
1959 than in 1958. The decrease resulted mainly from a poor olive crop
and the resultant decline in exports of Libyan olive oil. The Italian
representative, however, stated that his country’s imports from Libya
were developing as expected and that they did not prejudice the export
trade of other contracting parties. The Libyan representative stated
that Italy was Libya’s largest export market and that the waiver con-
tinued to be of prime importance to his country. The Contracting Par-
ties took note of the two reports.

At the Council meeting in September 1961, the Governments of Italy
and Libya submitted their ninth reports. Both Governments stressed
the importance of the waiver to the Libyan economy. In its report,
Italy stated that it had received, and was prepared to accept, Libya’s
formal request for the maintenance of the special customs treatment

12 See Operation of the Trade Agreements Program: Tth report, pp. 31-32; 8th report, pp.
33-34; 9th report, p. 25; 10th report, pp. 27-28; 11th report, pp. 38-39; 12th report, p. 28;
and 13th report, pp. 23-24.



JULY 1960—-JUNE 1962 37

until 1964. Italy therefore requested that the waiver be extended for
3 years. After the Council had so recommended, the Contracting Par-

ties at their 19th Session extended the waiver for 3 years (until Decem-
ber 31, 1964).

Luxembourg’s import restrictions on agricultural products

At the 17th Session of the Contracting Parties in October-November
1960, Luxembourg submitted its fifth annual report under a 1955 waiver,
which had permitted it to maintain restrictions on imports of agricultural
products.’® Inasmuch as the Contracting Parties desired also to con-
duct a general review of Luxembourg’s agricultural situation during the
17th Session, they appointed a working party not only to conduct such
a review but also to examine Luxembourg’s annual report.

In its report the Government of Luxembourg stated that the agricul-
tural situation in its country, although somewhat improved, was still
precarious. The working party agreed, but expressed the hope that the
forthcoming adoption of a common agricultural policy for the European
Economic Community would enable Luxembourg to make its agricul-
ture more economically productive. The working party concluded that
the conditions giving rise to Luxembourg’s waiver were still sufficiently
serious to warrant its continuance; it proposed that a second general
review, similar to the one just completed, be conducted no later than
1965. After discussion, the Contracting Parties approved the report of
the working party.

New Zealand’s tariff revision

 For a number of years New Zealand had contemplated revising certain
of its tariff schedules. Because New Zealand law did not permit it to
renegotiate concessions prior to the effective date of the tariff revision,
as required by the General Agreement, New Zealand requested that the
Contracting Parties grant it a waiver from its obligations under article
II of the General Agreement. The waiver was to terminate on Decem-
ber 31, 1960, but owing to the fact that the process of revision took longer
than originally anticipated, the Contracting Parties extended the dead-
line at their 17th and 19th Sessions. The last extension provided for
the termination of the waiver on December 31, 1962.

Nicaragua-El Salvador free-trade treaty

Nicaragua submitted annual reports on the Nicaragua-El Salvador
free-trade area to the Contracting Parties at their 17th and 19th Sessions.
In 1951 a waiver had been granted by the Contracting Parties under the
provisions of article XXIV:10 which freed Nicaragua from its most-
favored-nation obligations with respect to the products covered in its

13 For a discussion of the relationship between Luxembourg’s request for a waiver and
the trade restrictions of Belgium and the Benelux Union, see Operation of the Trade Agree-
ments Program, 10th report, pp. 28-29.
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1951 treaty with El Salvador. Under the terms of the treaty, each coun-
try agreed to accord reciprocal duty-free treatment to specified products
originating in the other country. The waiver required that Nicaragua
submit annual reports of its actions relating to the matters waived.!4

The ninth annual report indicated that Nicaragua’s trade with El
Salvador in the products covered by the treaty had increased substan-
tially. In 1959, Nicaraguan imports of such products from El Salvador
exceeded those in 1958 by 50 percent; comparably, in 1959, Nicaraguan
exports of the enumerated items to El Salvador were 80 percent larger
than in 1958. The 10th report showed that trade between the two
countries in products covered by the treaty approximated the levels
attained in the previous year. The Contracting Parties took note of
each report without discussion.

Peruvian import charges

At the 17th Session of the Contracting Parties, Peru submitted its
second annual report on actions taken under a 1958 waiver which tem-
porarily relieved it from certain obligations imposed by articles I and
II of the General Agreement.’® The waiver was originally granted in
order to permit Peru to impose certain duty surcharges on imports; the
surcharges were intended to assist that country to cope with a serious
decline in reserves of foreign exchange and to assure adequate revenue
for its stabilization program. Peru was required to report annually to
the Contracting Parties on actions reducing or eliminating the sur-
charges and to consult annually with the Contracting Parties on the
" status of its balance-of-payments position.

In its second annual report, Peru stated that its foreign exchange situ-
ation had improved sufficiently to warrant removal of the surcharges,
but that the loss of revenue attendant upon such removal would have
inflationary tendencies. Peru therefore requested additional time in
which to eliminate the surcharges. After discussion with interested
contracting parties and consultations with the International Monetary
Fund, the Contracting Parties granted Peru a l-year extension of the
waiver—until June 8, 1962.

At the 19th Session, Peru submitted its third annual report and re-
quested a further extension of the waiver. The Peruvian representative
explained that, in spite of a general improvement in the Peruvian econ-
omy during the period under review, his Government, because of the
fiscal importance of the surcharges, would be unable to remove them by

14 Inasmuch as El Salvador is not a contracting party to the General Agreement, only
Nicaragua is obliged to report to the Contracting Parties on developments under the
waiver. For the origin of the waiver, see Operation of the Trade Agreements Program,
6th report, p. 50.

15 For a discussion of Peru’s first annual report, see Operation of the Trade Agreements
Program, 13th report, pp. 24-26.
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the deadline (June 8, 1962). The representative reported that revenue
derived from the surcharges during the preceding fiscal year had account-
ed for approximately 5 percent of his Government’s total budget receipts.
He indicated that the Peruvian Government would replace the sur-
charges with revenue measures not in conflict with the provisions of the
General Agreement. After discussion the Contracting Parties voted to
extend the Peruvian waiver until April 30, 1963. Under the terms of
the extension, Peru was to report to the Contracting Parties by Septem-
ber 15, 1962, on any action taken under the waiver.

United Kingdom’s waivers for dependent overseas territories and Commonwealth

countries :

At both the 17th and 19th Sessions, the United Kingdom submitted
reports on actions under two waivers of most-favored-nation obligations
(art. I). During their Ninth Session in 1954-55, the Contracting Parties
had granted the United Kingdom a waiver to permit that country to
accord preferential treatment to its dependent overseas territories in
order to assist in the economic development of those territories. At
their Eighth and Ninth Sessions, the Contracting Parties had granted
the United Kingdom a waiver permitting it to increase certain prefer-
ences accorded to Commonwealth countries.!®

In its reports,!? the United Kingdom indicated that its actions under
each of the waivers were extremely limited during the period under re-
view. It had increased the preference extended to imports of two prod-
ucts from Commonwealth countries, and it intended to take actio n

- garding imports of a single product from its dependent overseas territories.

U.S. restrictions on imports of agricultural products

At both the 17th and 19th Sessions of the Contracting Parties, the
United States reported on actions relating to U.S. restrictions on im-
ports of agricultural products. To resolve the differences between its
domestic legislation and the provisions of the General Agreement, the
United States in 1954 had requested a waiver of its commitments under
articles IT and XI of the General Agreement, insofar as such commit-
ments might be inconsistent with action it was required to take under
section 22 of the Agricultural Adjustment Act.® The Contracting Par-
ties granted the waiver in March 1955 at their Ninth Session; the United
States was required to report annually on any actions it took thereunder.

At the 17th Session, the United States submitted its sixth annual re-
port of actions taken under the waiver. The report, which covered the
period 1959-60, indicated that import controls under section 22 were in

16 For a more detailed discussion of the terms of the two waivers, see Operation of the
Trade Agreements Program, 8th report, pp. 30-32 and 76-78.

17 The annual reports relating to the dependent overseas territories were the 6th and 7th,
and those relating to Commonwealth preferences, the 7th and 8th.

18 Operation of the Trade Agreements Program, 8th report, pp. 43—47.
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effect for seven products or groups of products: Wheat and wheat prod-
ucts; cotton and cotton waste; rye, rye flour, and rye meal; flaxseed and
linseed oil; peanuts and peanut oil; tung nuts and tung oil; and certain
manufactured dairy products. However, the quantities permitted entry
under the import quotas imposed on Edam, Gouda, and Italian-type
cheeses of cow’s milk had been increased. The Contracting Parties
noted that the United States had not imposed additional import restric-
tions during the year under review; as in earlier years, however, they
expressed concern that the United States had neither reduced price-
support levels for many agricultural commodities still subject to control,
nor made significant progress toward achieving a better balance between
supply and demand for its agricultural commodities. The Contracting
Parties also noted that the basic U.S. price-support policy was generally
a contributing factor to the continuing need of the United States for
quantitative restrictions.

At the 19th Session the United States submitted its seventh annual
report under the waiver. The report indicated that since its sixth annual
report had been submitted the United States had removed import re-
strictions on peanut oil, flaxseed, linseed oil, and rye, rye flour, and rye
meal. On August 1, 1961—i.e., the end of the period covered by the
U.S. report—U.S. import controls under section 22 were in effect for five
products or groups of products: Wheat and wheat products, cotton and
cotton waste, peanuts, tung nuts and tung oil, and certain manufactured
dairy products.!®

After examining the U.S. report, the Contracting Parties stated that
the United States had not made sufficient progress in removing the basic
causes of its imbalanced supply and demand situation respecting certain
commodities. They deemed the U.S. price supports for certain agri-
cultural commodities to be chief among these causes. The Contracting
Parties felt that progress by the United States in dismantling the re-
maining controls maintained under the waiver would encourage other
nations to take similar action.

Releases From Obligations

Article XVIII of the General Agreement on Tariffs and Trade brings
together various provisions of the agreement directly related to the prob-
lems of the less developed countries. In general, the article provides
procedures whereby such countries may, under specified circumstances,
obtain releases from their obligations under the agreement, permitting

19 During the period covered by this report but subsequent to the preparation of the U.S.
report, the United States took the following actions as a result of investigations by the U.S.
Tariff Commission: (1) On Sept. 11, 1961, the President proclaimed an annual import quota
of 1,000 pounds for cotton products produced in any stage preceding the spinning into yarn;
and (2) on Mar. 29, 1962, the President proclaimed an increase in the import quota for
blue-mold cheese from 4,167,000 pounds to 5,017,000 pounds.
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them to adopt measures to promote the establishment of new industries
or to protect their external financial positions.

To facilitate their affording tariff protection to new industries, for
example, article XVIII permits certain less developed countries to modi-
fy or withdraw tariff concessions granted under the agreement through
a procedure that is not generally available to other contracting parties.
It also authorizes certain less developed countries to impose import re-
strictions for balance-of-payments reasons under less stringent conditions
than those that apply to more developed countries.2?

During the period under review, the Contracting Parties did not grant
any new releases pursuant to article XVIII, but did modify or extend
certain releases that had been granted previously to Ceylon. At its
meeting held shortly before the 17th Session opened, the Council granted
Ceylon’s request that its article XVIII release on certain textile prod-
ucts be modified.2? At the 17th Session, Ceylon further requested the
Contracting Parties to extend its article XVIII release with respect to
two items of ceramic ware. After discussion the Contracting Parties
granted Ceylon an extension of its release on those products until the
end of the 18th Session. The release was not reextended at the 18th
Session and thus expired.??

Article XVIII requires the Contracting Parties to review annually all
actions taken by GATT members under specified provisions of the ar-
ticle. At the 18th Session the Chairman of the Contracting Parties
noted that the third annual review—scheduled for 1961—primarily in-
volved measures applied by the Government of Ceylon. Since that
country had suggested postponement of the review date and since there
was not sufficient time to complete the review during the 18th Session,
the Contracting Parties agreed to postpone the third annual review until
the 19th Session.

At their 19th Session the Contracting Parties conducted the third
annual review of all releases granted under article XVIII. Ceylon re-
ported that it maintained import restrictions under only 6 of the 19 re-
leases granted to it. Ceylon also stated that it would remove the re-
strictions applied under article XVIII at the earliest practicable date.
Cuba did not report to the Contracting Parties on its article XVIII re-
lease, which was due to expire on August 9, 1962; the Cuban import
restrictions on products covered by the release were still in effect. After

20 For a more detailed discussion of the provisions of art. XVIII, see Operation of the
Trade Agreements Program, 13th report, pp. 30-32.

2 The modification proposed by Ceylon would, among other things, involve modification
of its Industrial Products Act to permit imports to be regulated by quantity or value
instead of by quantity only.

22 Rather than intensify restrictions under existing releases or request new ones, Ceylon
imposed certain tariff increases under a waiver granted to it on Apr. 10, 1961. See the
section of this chapter on waivers of obligations.
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brief discussion, the Contracting Parties adopted the third annual re-
view of releases granted under article XVIII.

Examination of Quantitative Import Restrictions Imposed for
Balance-of-Payments Reasons

Articles XI through XV and section B of article XVIII of the General
Agreement deal with the use of quantitative import restrictions in trade
between contracting parties. In essence, these six articles impose on
contracting parties an obligation to forego the use of quantitative re-
strictions on imports, except in compelling circumstances. Contracting
parties experiencing balance-of-payments difficulties are permitted under
certain circumstances to resort to nontariff restrictions, such as quotas,
licensing systems, or other quantitative control measures. With certain
exceptions, however, such quantitative restrictions must be nondiscrim-
inatory in character. Because of the interrelationship—when balance-
of-payments problems arise—of quantitative restrictions on imports, on
the one hand, and exchange measures, on the other, article XV provides
for consultations between the Contracting Parties and the International
Monetary Fund regarding the use of such restrictions.

A contracting party resorting to quantitative restrictions for balance-
of-payments reasons must in certain instances consult with the Contract-
ing Parties regarding the nature, extent, and justification of the restric-
tions. Two major circumstances may give rise to such consultations.
First, a contracting party is required to consult with the Contracting
Parties when it applies new restrictions or intensifies existing restric-
tions. Second, all contracting parties that apply import restrictions
under either article XII or article XVIII:B must consult regularly with
the Contracting Parties. Moreover, the Contracting Parties annually
prepare a report on the discriminatory application of quantitative re-
strictions by GATT members.

At their 17th Session the Contracting Parties adopted procedures de-
signed to speed consideration of new or intensified import restrictions
imposed by contracting parties for balance-of-payments reasons. After
notification by a contracting party that it was imposing such restrictions,
the Council was required to consult, or arrange to consult, with that
contracting party within 10 days. The Council was also empowered to
invite a contracting party to consult when it considered that new or in-
tensified restrictions required it.

At their 19th Session, the Contracting Parties extended until Decem-
ber 31, 1962, the right of a contracting party to apply for a waiver un-
der the so-called hard-core decision. Such a waiver would permit a
contracting party that was no longer entitled to impose import restric-
tions for balance-of-payments reasons to continue for 5 years the re-
strictions already in effect. The purpose of the decision was to permit
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countries dismantling their balance-of-payments restrictions to have a
transitional period of adjustment. From July 1960 to June 1962 no
contracting party applied for a waiver under the hard-core decision.
Eleventh annual report on discriminatory application of quantitative import

restrictions

The 11th annual report on discriminatory application of quantitative
import restrictions was approved by the Contracting Parties at the 17th
Session. According to the report, 17 contracting parties still maintained
balance-of-payments restrictions, compared with 24 a year earlier. Ten
contracting parties still discriminated, to some degree, between import
sources. A number of countries retained formal, though not substan-
tial, discrimination against imports from dollar countries, and some dis-
crimination persisted against goods from certain countries other than
dollar countries. There was also some discrimination for other than
balance-of-payments reasons.??

Consultations with Israel

During the 17th Session, the Contracting Parties held their first con-
sultation with Israel on trade restrictions maintained by that country
for balance-of-payments reasons. It was conducted without specific
reference to any article of the General Agreement, because Israel, al-
though then participating in the work of the General Agreement, was
not yet a contracting party. The consultation revealed that Israel had
relaxed certain of its restrictions. In a second consultation held in May
1962, the International Monetary Fund reported that Israel had further
relaxed its restrictions on imports and on invisible transactions, and had
reduced discrimination in its import policy.

Consultations under article XII

At the 17th Session of the Contracting Parties, the committee on
balance-of-payments restrictions reported on the annual consultations
held under the provisions of article XII with Denmark, Finland, Japan,
New Zealand, and Norway. The report indicated that all of these coun-
tries had moved toward monetary stability and partial convertibility,
had reduced or eliminated discrimination against dollar countries in the
issuance of import licenses, had removed or relaxed certain quantitative
restrictions, and had attempted to minimize any incidental protective
effects of the nontariff restrictions that remained. Most of the consult-
ing countries, however, had not found it possible to ease restrictions on
imports of agricultural products; they feared that increased imports
might interfere with domestic measures intended to support their agri-
cultural industries. On the other hand, Denmark and New Zealand,
both important exporters of agricultural products, reported that because

2 At the close of the period covered by this report, the 12th annual report on discrimina-
tory application of quantitative import restrictions had not been issued.
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their foreign-exchange earnings were still limited by agricultural restric-
tions maintained by predominantly industrial countries in Europe and
America, they were forced to limit their imports of manufactured goods.

During the 18th Session the committee on balance-of-payments re-
strictions consulted under article XII with Chile and South Africa.
Chile, which had been attempting to stabilize prices and exchange rates
after several years of rapid inflation, reported that it had adopted a new
tariff which it hoped would obviate most other import restrictions.
South Africa reported that it had intensified certain quantltatlve restric-
tions on a temporary basis.

At the 19th Session, in November 1961, the committee on balance-of-
payments restrictions reported on consultations held with Denmark,
Finland, Japan, and New Zealand under the provisions of article XII.2¢
During the period under review, three of these countries (New Zealand
excepted) had further eased their nontariff restrictions and were experi-
encing generally improved trading conditions. Nevertheless, all four
still maintained certain restrictions, especially in the agricultural sector,
which they said were made necessary by the agricultural policies of com-
peting countries. New Zealand had generally intensified its restrictions
on imports, because of its inability to earn sufficient foreign exchange
from its principal exports—wool, meat, and dairy products. The Con-
tracting Parties approved the committee’s report.

At the Council meeting in May 1962, consultations were conducted
with Brazil and Chile under article XII. Brazil reported that it had
eliminated its preferential exchange rate, expanded and diversified its
export and import trade, and achieved a trade surplus in 1961 after hav-
ing experienced deficits in the several years preceding. Brazil main-
tained, however, that severe restrictions on certain of its imports were
necessary to combat serious inflation. Chile reported that it had in-
tensified its import controls following the 1962 earthquake, which had
caused damage in 10 scuthern provinces.

Consultations under article XVIII:B

The Contracting Parties held consultations under article XVIII:B
with Ceylon and Pakistan during the 17th Session and with Indonesia
and Turkey during the 18th Session. The consultations revealed that
although Pakistan and Turkey had removed some quantitative restric-
tions, all four countries retained trade controls designed to protect their
monetary reserves. Ceylon and Turkey, moreover, had adopted cer-
tain measures to protect infant industries. After discussion of prospects
for future liberalization, the Contracting Parties adopted the committee’s
reports on the consultations.

24 Before the 19th Session, Austria and Norway announced that their respective balance-
of-payments positions had improved sufficiently to enable them to discontinue resort to the
provisions of art. XII; the planned consultations with these two countries accordingly did
not take place.
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At the 19th Session, the Contracting Parties consulted with Burma
under article XVIII. Burma indicated that it expected sufficient im-
provement in its balance-of-payments position to permit some liberal-
ization of its restrictions in 1962.

At the Council meeting in May 1962, consultations under article X VIII
were held with Ghana and Greece. After a period of almost complete
freedom from nontariff restrictions on imports, Ghana, in December 1961,
had reimposed a system of import licensing and levied a purchase tax on
luxury imports. Ghana explained that it had taken these steps to cope
with new balance-of-payments difficulties attributable mainly to a fall
in the world price of cocoa. The International Monetary Fund stated
that the new restrictions were not higher than necessary to stop a serious
decline in Ghana’s monetary reserves. Greece reported further progress
in removing import restrictions imposed for balance-of-payments pur-
poses, made possible by an increase in its foreign exchange reserves.

REGIONAL ECONOMIC ARRANGEMENTS

Article XXIV of the General Agreement permits contracting parties,
under specified conditions, to enter into either a customs union or a free-
trade area with one another or with countries not parties to the agree-
ment. Customs unions and free-trade areas represent two approaches
to trade and commercial integration by countries seeking that end.
Both approaches aim to abolish tariffs and other trade barriers between
the participating countries. The primary difference between them is
‘that countries participating in a customs union maintain, or plan even-
tually to maintain, a common tariff and other common trade restrictions
vis-a-vis all outside countries; the participants in a free-trade area, on
the other hand, retain their own freedom with respect to their external
tariffs and other trade restrictions.

During the period covered by this report the Contracting Parties took
action with respect to six customs unions or free-trade areas—the Euro-
pean Economic Community (EEC), the European Free Trade Associa-
tion (EFTA), the Latin American Free Trade Association (LAFTA), the
Central American common market, the North Borneo-Sarawak free-
trade area, and the Nicaragua-El Salvador free-trade area.® The con-
tracting parties that were members of each group reported on the devel-
opments concerning it to the Contracting Parties, but the contents of
the reports will not be dealt with here in view of the discussions else-
where. 28

% For a detailed discussion of the historical development of the first three regional ar-
rangements listed, see Operation of the Trade Agreements Program: 12th report, pp. 134-166;
13th report, pp. 41-50.

26 Nicaragua’s reports on the operation of the Nicaragua-El Salvador free-trade area have
been discussed in an earlier section of this chapter. Major developments in the EEC,
EFTA, and LAFTA are discussed in ch. 4 of this report.
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European Economic Community

At their sessions during the period under review, the Contracting Par-
ties discussed three issues relating to the European Economic Com-
munity: The preferential tariff treatment which EEC members accord
imports from associated overseas territories; the level of the common
external tariff; and the association of Greece with the EEC.

At the 17th Session, a number of contracting parties expressed con-
cern over the preferential tariff treatment accorded to the EEC associ-
ated overseas territories under the Common Market Treaty. Some con-
tracting parties expressed the hope that, during the article XXIV:6 ne-
gotiations then in progress,?” the EEC would take steps to discontinue
such preferential treatment or compensate the parties injured thereby.
In particular, they hoped that the EEC would provide satisfactory ac-
cess for tropical products from nonassociated territories into the Com-
mon Market. At the 18th Session, a number of contracting parties
noted that the action suggested at the 17th Session did not appear to be
forthcoming, notwithstanding 8 months of negotiations. Moreover,
certain contracting parties indicated that consultations with the EEC
countries regarding compensation had not yielded satisfactory results.
The Contracting Parties took note of these comments but deferred ac-
tion until the 1960-62 GATT negotiations were completed. At the 19th
Session, the EEC representatives reported that discussions were then in
progress within the EEC regarding possible revisions of the Community’s
relationship with the associated overseas territories. The representa-
 tive added, however, that 16 of those territories which had recently
achieved independent status were free to express their own views re-
garding the terms of their association with the EEC. After discussion
the Contracting Parties agreed to place the matter on the agenda of a
future session if so requested.

At all three of the sessions reviewed here, the Contracting Parties
discussed matters relating to the EEC common external tariff. The dis-
cussion centered on the language contained in article XXIV:5(a) of the
General Agreement; that provision states that duties and other regula-
tions of commerce imposed by a customs union shall not on the whole
be higher or more restrictive than the general incidence of the duties and
regulations of commerce applicable in the member states before the for-
mation of the customs union. During the discussion, it became evident
that fundamental disagreement existed between a number of contract-
ing parties and the EEC representatives as to whether the EEC tariff
conformed with that provision. When it became clear that the con-
tracting parties were unable to agree at the 19th Session, the Executive
Secretary suggested that the provision be placed before the Contracting
Parties for definition at their next session, and that in the meantime those

27 See ch. 1.
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contracting parties claiming injury by virtue of the EEC common tariff
could seek redress under the provisions of the agreement applicable to
such injury. The Contracting Parties agreed to this proposal.

Shortly before the close of the 19th Session, the Contracting Parties
appointed a working party to examine the text of the agreement of asso-
ciation of Greece with the EEC. The working party reported its findings
to the Council; at its meeting in May 1962, the Council postponed con-
sideration of the report until its meeting scheduled for September 1962.

European Free Trade Association

At the 17th Session, the Contracting Parties for the first time gave
consideration to the compatibility of the convention of the European
Free Trade Association with the provisions of the General Agreement.
In May 1960, the Contracting Parties had appointed a working party
to undertake a preliminary examination of this matter. In a report in
June 1960, the working party raised various issues, but made no recom-
mendations for action. At their 17th Session, the Contracting Parties
noted that certain legal and practical issues had to be reconciled before
they could make definitive conclusions on the compatibility of the EFTA
Convention with the General Agreement. The Chairman of the Con-
tracting Parties stated, however, that certain action should be taken at
the 17th Session to safeguard against the lapse of rights of the Contract-
ing Parties under the provisions of article XXIV:7. To this end, the
Chairman submitted draft “conclusions” to the Contracting Parties for
ratification. The draft conclusions, in essence, provided notice that the
Contracting Parties had examined the EFTA Convention and had noted
the intention of its signhatories to form a free-trade area within the mean-
ing of article XXIV; that the Contracting Parties were not prepared to
submit recommendations to the EFTA as provided in article XXIV:7,
but reserved the right to do so later; and that the Contracting Parties
reserved their right of recourse to normal procedures when measures
taken conflict with the General Agreement. After discussion, the Con-
tracting Parties adopted the draft conclusions.

Before the 18th Session, the Secretary General of the EFTA informed
the Contracting Parties pursuant to article XX1IV:7(a) that Finland and
the member countries of the EFTA had signed an agreement in Hel-
sinki on March 27, 1961. The agreement provided for the formation
of a free-trade area between the seven members of the EFTA and Fin-
land. After taking note of the various comments by interested parties,
the Contracting Parties decided that, as they had done with other agree-
ments involving the formation of free-trade areas, they would study the
agreement in the light of the relevant provisions of the General Agree-
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ment.® Accordingly, the Contracting Parties appointed a working
party to make the examination.

At the 19th Session the Contracting Parties considered the report of
the aforementioned working party respecting the Agreement of Associ-
ation between Finland and the member countries of the EFTA. The
working party concluded that the rights and obligations arising from
that agreement were substantially equivalent to those contained in the
EFTA Convention. Members of the working party disagreed, how-
ever, on whether the Agreement of Association constituted a free-trade
area within the sense of article XXIV of the General Agreement. Part
of the controversy involved the question whether the bilateral agree-
ment between Finland and Denmark precluded Finland from eliminat-
ing trade restrictions on ‘“substantially all the trade” with EFTA mem-
bers as would be required under article XXIV:8(b) of the General Agree-
ment. In view of this and other unresolved issues regarding the com-
patibility of the Agreement of Association with the provisions of the
General Agreement, the working party recommended that the Contract-
ing Parties adopt “draft conclusions” similar to those which it adopted
at the 17th Session in connection with the EFTA Convention. After
discussion, the Contracting Parties adopted the report of the working
party and the draft conclusions contained therein. Meanwhile, at the
19th Session, the EFTA submitted to the Contracting Parties a report
on its progress during the 15 months that it had been in full operation.2®

Latin American Free Trade Association

At the 17th Session, the Contracting Parties undertook to examine
the relationship of the Latin American Free Trade Association (LAFTA)
to the General Agreement on Tariffs and Trade. The treaty establish-
ing LAFTA was signed in Montevideo on February 18, 1960, not only
by four contracting parties to the General Agreement—DBrazil, Chile,
Peru, and Uruguay—but also by three other countries—Argentina, Mex-
ico, and Paraguay.’® After signature the treaty was sent to the Con-
tracting Parties for examination under article XXIV:7 of the General
Agreement. During preliminary discussion at the 16th Session, the
Contracting Parties had indicated their general support of the projected
Latin American free-trade area, and established a working party to ex-

28 During discussion of the Fenno-EFTA agreement during the 18th Session, a number
of contracting parties expressed concern over Finland’s ability to adhere to the most-
favored-nation requirement of art. I, inasmuch as it was a party to a bilateral trade agree-
ment with the U.S.S.R., under which Finnish duties on imports from the Soviet Union
were to be eliminated by 1970.

29 For a discussion of tariff reductions within the EFTA, see ch. 4 of this report.

30 Although Bolivia participated in the negotiations which resulted in the draft treaty,
it did not sign the Montevideo Treaty. As of June 1962, Bolivia had not become a member
of LAFTA.
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amine the Montevideo Treaty and its relationship to the General Agree-
ment.

At the 17th Session, the working party submitted its reports, which
treated three subjects: The provisions of the Montevideo Treaty and
their effects on trade; the compatibility of the Montevideo Treaty with
article XX1IV of the General Agreement; and draft conclusions for the
approval of the Contracting Parties. The draft conclusions provided,
in essence, that the Contracting Parties had examined the treaty, that
the signatories could apply the treaty upon ratification, and that the
Contracting Parties reserved their rights without prejudice. During
the discussion, most contracting parties agreed that the proposed free-
trade area would operate within the spirit of the General Agreement
and would significantly aid the development of the individual members’
economies. The Contracting Parties adopted the conclusions of the
working party.

At the 18th and 19th Sessions, as well as at Council meetings, the con-
tracting parties that were members of LAFTA reported on their actions
involvihg the establishment of a free-trade area.®* These reports were
noted by the Contracting Parties.

Central American Common Market

By its decision of November 13, 1956, the Contracting Parties had
granted Nicaragua the right to claim the benefits of certain provisions
of article XXIV arising out of its proposed free-trade area with Costa
Rica, El Salvador, Guatemala, and Honduras. Under the terms of the
1956 decision, Nicaragua was to submit annual reports on its progress
in eliminating tariffs and other trade restrictions within the free-trade ~
area.

At the 17th Session, Nicaragua submitted to the Contracting Parties
its first report on actions taken toward the establishment of a Central
American free-trade area. A treaty—the Multilateral Central Ameri-
can Free Trade and Economic Integration Treaty—had been signed by
Costa Rica, El Salvador, Guatemala, and Nicaragua in June 1958; it
had gone into effect for the latter three countries on June 2, 1959, and for
Honduras on April 22, 1960.32 Nicaragua was the only signatory that
was also a member of the General Agreement. Since, by the time of
the 17th Session, the treaty had not been in force long enough to have
significant effect on the trade relations between the member countries,
the Contracting Parties postponed a general review of the treaty until
the 19th Session.

At its meeting in September 1961, the Council took note of a new
instrument, the General Treaty for Central American Economic Inte-

31 For a discussion of actions by LAFTA members, see ch. 4 of this report.
32 The treaty went into effect for Costa Rica on Sept. 23, 1963.
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gration. The treaty had gone into effect for El Salvador, Guatemala,
and Nicaragua on June 4, 1961, and for Honduras on April 27, 1962.%3
The Council appointed a working party to examine the two treaties as
well as Nicaragua’s second annual report. In its report to the Con-
tracting Parties at the 19th Session, the working party did not comment
on the June 1959 treaty because, in the opinion of the working party,
it had had little effect since its entry into force. The working party
noted, however, that the General Treaty for Central American Econom-
ic Integration provided for acceleration of plans for a Central American
common market. Under its terms the proposed common market was
to be made effective within 5 years instead of the 10-year period pro-
vided for under the 1959 treaty. The working party also reported that
in its second annual report Nicaragua requested that the Contracting
Parties grant it a 3-year waiver of certain of its obligations under the
General Agreement. Nicaragua felt that the waiver was necessary for
it to implement certain provisions of the 1961 treaty. The working
party recommended that the Contracting Parties grant Nicaragua the
requested waiver under the provisions of article XXV. After discussion,
the Contracting Parties unanimously approved the report of the work-
ing party.
North Borneo-Sarawak Free-Trade Area

At the 19th Session, the United Kingdom notified the Executive Sec-
retary of the Contracting Parties that its dependent territories of Sara-
wak and North Borneo had agreed to establish a free-trade area; the
text of the agreement had been submitted to the Contracting Parties
for consideration under article XXIV:7.

After discussion in a plenary meeting late in the 19th Session, the Con-
tracting Parties noted that the Borneo-Sarawak free-trade area would
be established on January 1, 1962, and that there would be no transi-
tional period in connection therewith. Rather than make any specific
recommendations under article XXIV:7, the Contracting Parties invited
the United Kingdom to provide additional information to interested
contracting parties, and agreed that any contracting party affected by
the agreement should be allowed to request the Council to examine the
matter in detail.

OTHER DEVELOPMENTS RELATING TO THE AGREEMENT
Invocation of Article XXXV Against Japan

At the beginning of the period covered by this report, 14 contracting
parties did not apply the provisions of the General Agreement to Japan,
which was also a contracting party. Article XXXV of the General
Agreement provides that the agreement shall not apply between any

33 There were no other signatories to this treaty.
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two contracting parties if either of them, at the time either becomes a
contracting party, does not consent to such application. In such event,
the two contracting parties involved are not required, among other mat-
ters, to extend the tariff concessions that they had granted in GATT ne-
gotiations to articles imported from the other.

During the 2-year period under review, four contracting parties which
had previously invoked article XXXV against Japan—Malaya, Cuba,
New Zealand, and Ghana 34-—decided to withdraw their invocation of
article XXXV and apply the provisions of the agreement to Japan. On
the other hand, three countries that became independent and became
contracting parties to the General Agreement in their own right—Nigeria,
Sierra Leone, and Tanganyika—chose to continue the invocation of ar-
ticle XXXV with respect to Japan which the United Kingdom had ini-
tiated earlier on their behalf. Thus, at the close of the period under
review, 13 contracting parties refrained from applying the provisions of
the General Agreement to Japan.®

Trade in Cotton Textiles

At the Council meeting in June 1961, the United States requested
that a meeting of countries substantially engaged in international trade
in cotton textiles be convened for the purpose of regulating such trade.
The U.S. representative stated that such regulation should provide for
the orderly development of trade in cotton textiles so as to increase ex-
port markets for the less developed countries and Japan, while avoiding
disruptive conditions in import markets. The Council agreed to con-
vene the meeting on July 17, 1961.

Sixteen contracting parties were represented at the July meeting; a
number of others sent observers. At that meeting these contracting
parties agreed to certain short-term arrangements which would govern
trade in cotton textiles between the participating parties for a 12-month
period ending on October 1, 1962. Ultimately 19 contracting parties
became participants.®® In principle, the arrangements aimed to in-
crease gradually international trade in cotton textiles, especially by im-
proving access to markets where imports had been severely restricted;
to maintain orderly access to markets where severe restrictions were not
maintained; and to secure from exporting countries, where necessary;
agreements to limit their exports. .

At the meeting in July, the participating parties also agreed to appoint
a provisional cotton textiles committee, subject to confirmation by the

3 Malaya, in August 1960; Cuba, in December 1961; New Zealand and Ghana, in March
1962.

85 Australia, Austria, Belgium, France, Haiti, Luxembourg, the Netherlands, Nigeria, the
Federation of Rhodesia and Nyasaland, Sierra Leone, South Africa, Tanganyika, and the
United Kingdom.

86 See the later section of this chapter on embargoes of U.S. imports of textiles.
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Contracting Parties at their 19th Session, to make recommendations
for a long-term solution to the cotton textiles problem. At the 19th
Session the Contracting Parties approved the establishment of the com-
mittee. The committee completed a draft long-term arrangement in
February 1962. The long-term arrangement, which contained provi-
sions similar to the short-term agreement, was to go into effect on Octo-
ber 1, 1962, subject to ratification by the participating governments.

Consultations

During the period under review the Contracting Parties took note of
three consultations under article XXII 37 and one consultation under
article XXV.%® A fourth article XXII consultation, that with France,
was begun in 1961 at the request of the United States but had not been
fully resolved by the close of the period covered by this report.

Consultations with Italy

Before the 18th Session in May 1961, the United States requested
that consultations be held with Italy on certain of its import restrictions.
The Contracting Parties appointed a working party to hold the consulta-
tions and report its findings.

The working party reported that Italy still maintained a number of
restrictions which could no longer be justified for balance-of-payments
reasons and which appeared to restrict severely imports of certain agri-
cultural products of interest to several contracting parties. In addition,
the working party found that Italy discriminated among currency blocs
in the issuance of import licenses. At a plenary session of the Contract-
ing Parties the Italian representative stated that his Government
planned to submit—by July 31, 1961—a program looking toward the
elimination of the restrictions discussed in the working party’s report.

At the 19th Session the Italian representative stated that his Govern-
ment had removed certain restrictions discussed at the earlier session
and was studying the possibility of removing others. The Contracting
Parties noted the statement.

Italian import restrictions on Israeli products
After bilateral consultations with Italy in September 1961 had failed,
from Israel’s point of view, to achieve progress toward the elimination

37 Art. XXII of the General Agreement provides that each contracting party shall afford
adequate opportunity for consultation regarding such representations as may be made by
another contracting party with respect to any matter affecting the operation of the General
Agreement. If no satisfactory solution may be found through such consultation, the Con-
tracting Parties may, at the request of a contracting party, consult with any other con-
tracting party regarding such matters.

38 Art. XXV:1 of the General Agreement provides that representatives of the con-
tracting parties shall meet from time to time for the purpose of giving effect to those pro-
visions of the General Agreement which involve joint action, and, generally, with a view to
facilitating the operation and furthering the objectives of the General Agreement.



JULY 1960—JUNE 1962 53

of discriminatory import restrictions on Israeli products, Israel requested
the Contracting Parties to undertake multilateral consultations with
Italy. The request was placed on the agenda of the 19th Session of the
Contracting Parties.

At an early meeting in the 19th Session, the Israeli representative
stated that his Government had long sought agreement with Italy on
removing discriminatory restrictions, but that the disparity between the
restrictions applied to imports from Israel and those applied to imports
from most other nations had in fact been broadened as a result of the
easing of restrictions on imports from other countries. After further
discussion, the Contracting Parties appointed a working party to con-
sult with Italy. In its report at the 19th Session, the working party
expressed concern that Italy still maintained import restrictions which
were not justified for balance-of-payments reasons. The Israeli repre-
sentative stated that he hoped that progress would result from these
consultations. The Contracting Parties adopted the report of the work-
ing party.

Italian impors restrictions on Japanese products

At the 19th Session of the Contracting Parties the Japanese represen-
tative stated that the Governments of Japan and Italy were then hold-
ing bilateral consultations regarding trade problems. The Japanese rep-
resentative did not propose any action by the Contracting Parties at
that time, but he noted that unless a satisfactory solution was soon
‘reached by the two Governments, Japan would consider referring the
matter to the Contracting Parties. By the close of the 19th Session,
however, Japan had not taken further action.

Consultation on the marketing of butter in the United Kingdom

On March 24, 1961, New Zealand requested the Council to arrange a
multilateral consultation under the provisions of article XXV:1 to in-
quire into the difficulties encountered by that country in marketing
butter in the United Kingdom. In compliance with New Zealand’s re-
quest, a conference in which 19 contracting parties participated was
convened the following month. The consulting group agreed to take a
number of short-term actions—to increase the consumption of butter
in the home markets of supplier countries, to curtail exports to the United
Kingdom, and to reduce subsidies on butter sold in the United Kingdom.
The group also recommended that the Contracting Parties keep devel-
opments in the United Kingdom market for butter under review. At
the 18th Session the Contracting Parties invited the consulting group
to continue its work.

Shortly before the 19th Session, New Zealand requested the Contract-
ing Parties to consider the longer term problems connected with market-
ing butter in the United Kingdom. The short-term measures previously
agreed upon had not succeeded in raising butter prices in the United
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Kingdom. The United Kingdom therefore had negotiated bilateral
agreements with supplier countries, to limit the supply of imported but-
ter during the period October 1, 1961, through March 31, 1962. The
Contracting Parties appointed a working party, composed of the con-
tracting parties that had participated in the earlier consultation. The
consulting countries met in January 1962 but failed to reach agreement.
The United Kingdom therefore announced that it would impose quotas—
to be allotted to 14 countries—on its imports of butter for a period of 1
year beginning April 1, 1962.

Expansion of International Trade

The Contracting Parties in 1958 appointed three committees to study
obstacles to the expansion of international trade. Committee I was
assigned the task of preparing for a future round of tariff negotiations;
committee II was directed to study problems arising out of the wide-
spread use of nontariff measures to protect agriculture; and committee
III was authorized to consider other obstacles to the expansion of trade,
with special reference to the problems of the less developed countries.
Committee 1

Committee I laid the groundwork for the 1960-61 tariff Conference,
which is discussed elsewhere in this report.?® Subsequently, at their
19th Session, the Contracting Parties agreed to try to devise techniques
of negotiation better designed to cope with recent shifts in world trading

relationships. A working party, which was to work under the aegis of
committee I, was established.

Committee I1

During the 18th Session, committee II submitted to the Contracting
Parties its third and most comprehensive report on barriers to tradein
certain agricultural products.?® The report, which had been started in
1959, summarized the results of consultations that the committee had
held with 34 contracting parties regarding their policies on trade in
cereals, meat, dairy products, fish, sugar, and vegetable oils.

The committee found that each of the countries imposed a variety of
controls on agricultural products even though their policy objectives
were sometimes quite different. For example, the committee observed
that industrial countries generally applied agricultural controls to main-
tain or raise the level of farm incomes, usually relative to incomes in
other sectors of the economy, while countries whose economies were more
dependent on agricultural exports applied controls to attempt to reduce
fluctuations in prices of agricultural commodities. The committee con-

39 See ch. 1.

40 The first and second reports were submitted to the Contracting Parties at their 14th
and 16th Sessions, respectively.
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cluded that such widespread application of governmental controls on
agricultural products had a depressive effect on international trade.

At their 19th Session the Contracting Parties decided that practical
steps should be taken to create improved access for agricultural com-
modities in international trade. To this end, the Contracting Parties
requested the Council (1) to appoint groups to study the trade problems
related to two groups of commodities, cereals and meat, and (2) to in-
vite contracting parties to notify it of changes in their agricultural pol-
icies so that the data acquired by committee II could be kept up to date.

The cereal group reported to the Council at its meeting in February
1962. The group suggested that, through international accords such as
the International Wheat Agreement, the cereal-producing countries
might coordinate their internal agricultural policies with policies designed
to facilitate international trade in cereal products. The group also<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>